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CONCESSION AGREEMENT
FOR&PETROLEUM EXPLORATION
AND PRODUCTION

Between

The Government of the Arab Republic of Egypt

and

The Egyptian General Petroleum Corporation

and

Santa Fe Minerals Egypt Inc.

Kast Cairg Area

This Agreement, made and cntered into on this —

day of , by and between the
RAB REPUBLIC OF EGYPT (hereinafter referrcd to

ariously as “A.R.E.”* or as the “GOVERNMENT™), the
GYPTIAN GENERAL PETROLEUM CORPORA-
[TON, a legal entity created bv Law No. 167 of 1958 as
imended  (hereinafter referred to as “EGPC”) and
YANTA FE MINERALS (EGYPT) INC. a company

rganized and existing under the Laws of THE STATE
JF DELAWARE of the U.S.A. (hereinafter variously rc-
‘erred to as SANTA FE or as “CONTRACTOR™) ;

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, establi-
shed that all raw materials, mcludmg petrolenm existing

in mines and quarries in A.R.E., including the terntorial
and continental shelf waters, are the property of the
State; and

WHEREAS, EGPC has apphed for an exclustve con-
cession for the exploration. development and production
of petroleum in and throughout the Area referred to m
Article II, and described in Annexes “A” and “B” which
are attached hereto and made a part hercol; and

WHEREAS, SANTA FE agrees to undertake i1s obli-
gations provided hereinafter as a contractor with respect

to the exploration, development and pm{lumon of petro-
leum in said Area; and

WHEREAS, the GOVERNMENT desires hereby to
egrant such concession; and

WHEREAS, the Minister of Petroleum, pursuant to the
provmnns of Law No. 86 of 1956, may enter into a con-

cession agreement with EGPC and with SANTA FE as

a contractor, for the pctmleum operations n the Area
hf:rmaftcr rcfcrred to. .
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Now, THEREFORE, the partlcs hereto agrec as ol gl Jo i Wl via Gl bl 5 i e i
follows -
ARTICLE I (ds¥ieatdt ) N
DEFINITIONS : Ola

(¢) “Exploration” shall include such geological, geophy- [ (Anisdly or Jdl el JLET Juls @l » (1)
sical, aerial and other surveys as may be contained | jual #oa )l c...l\ JLFT o Wy gakly
in the Approved Work Programs and Budgets, and Sl joid Yodd LW sy aazald Ui,
the drilling of such sh::_}t holes, core holes, stratigraphic Vil = LYY Al b c‘ﬁ” i s
tests, holes for the discovery of Petroleum or the SBLESY i LNl ] l.
appraisal of petroleum discoveries and other related | ﬂ:‘—l fhadiy o i s ":f-
holes and wells, and the purchase or acquisition of 5] ol 23 A il Ly, ‘-.*‘Ji:“;j;'h'{jﬂ iy
such supplics, materials and equipment therefor, all RO Lalll Slaadly bl GALIRVY | BT PWEN
as may be contained in the Approved Work Programs |  ¢;dazal RAH AP VY| i\_,.d aly o UL W, S,

and Budgets. The verb “explore” means the act of e i . r“’” ¢ ey ol Ao ,
conducting exploration. R N - : -

(6) “Development” shall include, but not be limited to, | 4% « rarl ey JU Lol do o Jal (*_,)

all the operations and activities pursuant to Approved | N VR RAVCAL DR HA (W éb iy iy U
Work Programs and Budgets under this Agreement; " '
|

i) with respect to the drilling of development wells, : 2 ¢ Rl LT Jas E lo’( \)
and )

L LY e

ii) with respect to design, construction, installation, | “hes Ldey 57, (L] |y f-ua—-d U-ﬂ-ff- L.-( )
servicing and maintenance of equipment, lines, .___..LLuﬂ,. -r‘.?-.}u_’.__;)l..‘-.ujlj s, b gledily oolaald
systems, faalities, plants, and related operations, Lals
to produce and operate said wells, to take, save, d_u—" E‘PH A hn S5, EL?L': U
’ Sls Sl at gy wolasl ahley 4 blasdiy

treat, handle, store, flare, transport and deliver i - T e |
petroleum for export, and to undertake repressu- | =02 L L2 dodary dily 4 oleddl e ;L

ring, recycling and other secondary recovery | srftole, ALy 4, bty deas oole] e
projects. - . 0l

() “Petroleum” means liquid crude oil of various den- | abks (dkxl je JiLi Sl K [N PO P (=)
sities, asphalt, gas, casinghead gas and all other hydro- | ) AR SR R R Atk U, 5, Ly,

carbon substances that may be found in, and pro- | - b, ol s o LU ETE
* oo ety Lol s b N 4 14!
duced, or otherwise obtained, and saved froms the -G I RS L;I ¢ Teb “ﬂ;:’-’ :

Area under this Agreement, and all substances that e ‘}L"’ dih-dl o’ lf' J‘“’i-’ *f.-?‘T *"JL: ‘1:""9)*‘“
may be extracted therefrom. * <A a1 K syl

(d) “Liquid Crude Oi” or “Crude Oil” means any O S apm sl L,._."‘ru_l,___, ey [ o g ru_l s (s (5 )
hydrocarbon produced from the Area which is in a ..’TJ"J](J.’[ -Lﬁd_,-«-“d\-r_;._}_,ﬁ_,“uhl\ T:‘“

liquid state at the wellhead or lease separator or Wt i
die (3 A.lall
which is extracted from the gas or casinghead gas in U“"‘*‘ s 5 G L i 0

a plant. Such term includes distillate and con | &7 - e 1 B Sbsoadl oo Gldl U U‘
densate, | o eSO ) Jas ,:le
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‘Gas” 15 natural gas both associated and nop-asso-
ciated, and all of its constituent elements produced |
from any well in the Area and all non-hydrocarbon
substances therein. Said term shall include residue |

oas.

A “barrel” shall consist of forty-two (42) United
States gallons, liquid measure, corrected to a tem-
perature of sixty degree (60°) Fahrenheit.

“Commercial Well” means the firt well on any |

geological feature which after testing in accordance
with sound and accepted industry production prac-
tices, and verified by EGPC, is found to be capable
of producing at the average rate of not less than
One Thousand (1000} barrels of oil per day, (BOPD).
The date of discovery of a “Commercial Well” js
the date on which such well is completed and testad
according to the above.

"A.R.E.” means ARAB REPUBLIC of FGYPT.

"Effective Date” means the date on which the text
of this Agreement, legally approved, is signed by
the GOVERNMENT, EGPC and SANTA FE.

“Year” or “Calendar Year” means a period of twelve
(12) months according to the Gregorian Calendar.

" Fmancial Year” means the GOVERNMENTs
financial year starting on January Ist and ending on

December 31st, both dates being inclusive.

“Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax

‘retums or reports are required according to any

applicable income, profits or other tax law or regu-
lation of the AR.E.

An “Affiliated Company” means a company : |

1} The share capital, conferring majority of votes
at stockholders’ meetings of such company, of
which is owned directly or indirectly by a party
heretol

[ 1

1) Whuch 1s the owner directly or indirectly of share
capital conferring a mjority of votes at stock-
holders’ meetings of a party hereto ; or

iiiy Whose share capital conferring a majority of |
votes at stockholders’ meetings of such company
and the share capital conferring a majority of
votes at stockholders’ meetings of a party hereto
are owned directly or indirecdy by the same

company, ;
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ARTICLE II
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and
“fected by this Agreement, hereinafter referred to as
_]n EEArc_aiﬁ'

Annex “B” is a map on the scale of 1 : 1,000,000 indi-
ating the Area covered and affected by this Agreement
nd descnibed m Ammex “A”.

Annex “C” is the form of the Letter of Guaranty to be
sued by the NATIONAL BANK OF EGYPT, Cairo,
gl to be submitted by SANTA FE at the time of signa-
are, by the Minsster of Petroleum, of this Agreement for
he sum of SIX (6) MILLION U.S. Dollars, guaran-
cemng the execution of SANTA FE minimum explora-
ion obligations hereunder for the. first THREE (3) year
xploration period.  Such guaranty shall remain effec-
ive for six (6) months aftier the end of the said THREE

3) y:ar period except as it may be released prior to that
ime In accordance with the terms thereof.

Annex “D” 15 the form of a Charter of the operating
ompany to bc formcd as provided for in Artide VI

1ereof.

Annex “E” is the Accounting Procedure.

'I‘hﬂ AD.D.CICE ::An HBH uc-r,- an ElIld ccE& to thlS
\greement are hereby made parts hereof, and they shall
he considered as having equal force and effect w:lth

the pmvmons of this Agreement.

ARTICLE IIT
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and
SAINTA FE as a contractor, subiect to the terms, covena-
nts and conditions sct out in this Agreement, which inso-
far as they may contradict with any provisions of Law
No. 66 of 1953, as amended, shall have the force of Law,
ant exclusive concession i and to the Area described in

\,I]Ilﬂj{cg H:A!ﬂ anﬂ -“'-B!.‘I -

‘a) The GOVERNMENT shall own and be entitled as
hereinafter provided, to a- royalty in cash or in kind
of seven and one half (714) percent of the total quan-
tity of petroleum produced and saved from the Area
during the development period including renewal.
Said royalty shall be bame and paid by EGPC and
shall not be the obligation of the CONTRACTOR.
The payment of royaltes by EGPC shall not be
deemed to result in income attributable to the

CONTRACTOR.
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An initial exploration périod of THREE (3) years

-shall start from the Effective Date. FOUR (4)

successive extension to the initial exploration period
of ONE (1) year each shall be granted SANTA FE

. at its option upon ninety {90) days prior written notice

to EGPC and subject only to its having fulfilled its
obligations hereunder for the preceeding period.
The Agreement shall be terminated if no Commer-

cial Well is cstablished by the end of the Seventh |

(7th) year of the exploration period or upon the com-

pletion of drlling and testing of any well actually

drilling or testing at the end of the Seventh (7th) year

exploration period, but shall not excecd this penod
by morc than SIX (6) months.

The eclection by
EGPC w undertake a sole risk venture under para-

graph (c) immediately hereafter shall not extend the
exploration period nor affect the termination of this

Agreement as to SANTA FE.

(¢) “Commercial Discovery”. After discovery of a

Commercial Well, SANTA FE will undertake as part
of its exploration program the appraisal of the dis-
covery by the drilling of one or more additional wells
to determine whether such discovery is worthy
of being devcloped commercially, taking into
consideration the recoverable reserves, production,
pipeline and terminal facilities required, estimated

¢ crude oil prices, and all other relevant technical and

economic factors.

A Commercial Discovery may consist of one pro-
ducing reservoir or a group of. producing reservoirs
which after appraisal is worthy of being developed
commercially. SANTA FE shall give notice of a
Commercial Discovery to EGPC immediately after
the discovery is considered by SANTA FE to be
worthy of commercial development but m no event
later than the completion of the second exploration
appraisal well, or six (6) months, following the date
of discovery of the Commercial Well whichever
is carlier; cxcept that SANTA FE shall also have
the right to give such notice of Commercial Disco-
very with Tespect to any reservoir or reservoirs even
if the well or wcils thereon arc not “Commercial”
within the definition of “Commercial Well” if, in
its opinion, a group of rescrvoirs considered collec-
tively, could he worthy of commercial development.

Following receipt of such notice EGPC and
SANTA FE shall mect and review zll appropnate
data with a view to mutnally agreeing upon the exi-
stence of a Commercial Discovery. The date of Corm
mercial Discovery shall be the date EGPC and
SANTA FE mutually agrec that a Commercial

Discovery exasts.
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I e O1il is discovered but is not deemed by I
Unetor to be a Commercial Discovery under the i
one (J, year after the expiration of the period specr
fied alye within which SANTA FE can give notice
of (:'rlnmemia] DiSEOVCI'Y, or eightem (13)' months
after . Completion of a well not considered a “Comr
MEIClal Well”, have the right, following sixty (60)
days hatice in writing to SANTA FE, at its solc cost,
risk .1 expense, to develop, produce and dispose of
all C““'lwr: Oil from the geological {eature on which
the w. has been drilled. Said notice shall state the
specilis 4 req covering said geological feature to be
develiyu i, the wells to be drilled, the production faci-
Uties b, pe installed and EGPC's estimated cost
thereot  swithin Lh.lrty (30) days after receipt of

said dice SANTA FE may, m writing, elect to
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develops ich area as provided for in the case of | 33 dle g LY oda 3 Lo oyl r 500 s
Comm"rr:ial Discovery hereunder. In such event | i n .0 L OB Y sda 3y . ke LIS
all terie of this Agreement shall continue to apply 1o e LA ad i i ke e LN
thﬂ Spﬁ;:iﬁed area. . * - -
1o O 7 L mde 3l o, a1 1)
If_ S'_M NTA FE elects not to develop such area, the e i op -l ey _d _ ’ 2

specific area covering said geological feature shall | U il S35 L_;"JJJJHJJ‘“ d%"‘u]";" .:..c:” 535!
he set

*side for sole risk operations by EGPC. In
the ev.,,, ATAKA (defincd under Article VI) has
Come mto  existence EGPC shall be entitled to

OO (PR AS AN E T

have tl.

nercent

option, only in the event there has been

et lib el HYale ey e 3ilag) 52,
have ’!‘"I'AKA perform such operations for it at e b Wfﬁ )L_',:jl“l;-_,._]j -1 (3 }tj _ L1
E,‘GPC"- sole  cost, risk and expense. When bd Sl Sy ¢l 8L e OF (Lol s
f‘GPC has recovered from the Crude Oil produced 8D s rig 8 iJytas, ‘.i,._._,}'.i,aK, Jes 4w 81
()ﬁm Mieh specific area a quantity of Crude .

" Sl in value to three hundred {300) percent AV IRT IR IO Y BTRE S WY | LI PR
€ the Logs it has incurred, SANTA FE shay | & (0 lor @i FLOF bty

o 3 dobowr o5 oy o A5 ) LM 25 e

r‘:;ﬁfl’i“"‘ Commercial Discovery, upan paying EGPC | 3 .4 e I e BTG (e yalk
FOPO Wlgpd (100) percent of such costs mgun'cd by ol e 3F LU 2 i e LT 5] Ak . ¥
e s share in further development and produ- | ZWi2 45 S 3 R 2 ol 3 I

wton of w4 specific area.  Such one hundred (100) (yee) oL Ly 2 Ol Mhia aadl Ll i -

from C
for the

Payment shall be recovered by SANTA FE
*t Recovery Crude in the normal manner

: rrcovery of expenses. Immediately follow-
mg suc

oY ol o el Ll J) IS &l e XU G
Jin M SLISTY Aoty P g YL B s Bl

' payment the specific area shall either (i) ey = T 2oaall B 3 £y R0 L sl

FEVErt 0 he status of an ordina ry exploitation leage | * Sl bafas Zogall AU 3 (\‘ )’“\"u i
::r:idcr this Agreement and thereafter shall be opera- | Lol 45 bl 3K slaiay eedl (U o )
o Menrdance with the terms hereof; or (i) | . 1y s ate sldl @3 s ks ls oy
"ltﬁmat“""lﬂ in the event that at such time EGPC ..;..I.M *"_L“d‘: "':'_l' '}‘* J"I“"" ? "'"'__" f"l s
:: ]E’ ftifjated company is conducting all develop- | ia b 3 gole i Ao ] lgnwy Jy2 ol (v)ul
et OP*rations in the area at its sole expense and | |y 2ateY I Las e JYL, A5l
:'GP(_: deits to continue operating, the area shall b o u‘;"TJ B I*JEHL- N -T
g o aside and SANTA FE shall only be en- | W6 2t gl U BB L AL 3 4T (v )
Crude Oilm production sharing percentage of the pax Jo L) 3 Ll UL L b Sl g o33

as specified in Article VII (b) below, l
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The sole risk crude oil shall be valued in the man- | 3 el o Ldl 3 azd 313 Bl oy € lndo,

ner provided in Paragraph (c) of Artide VII. In
the event of any termination of this Agreement

under the provisions of paragraph (b) abowe, this

~ Agreement shall, howcver, oontinue to apply to

EGPC’s operation of any sole risk venture hereunder,

atthough such Agreement shall have been terminated

with respect to SANTA FE pursuant to the provist-

ons of said paragraph (1) ahove,

(¢)) The development period shall be twenty (20) years

from the datc of Commercial Discovery. This
period may be renewed for an additional penod of
Ten (10) years at the option of SANTA FE upon six
(6) months prior written notice to EGPC. Follow-
ing Commercial Discovery the extent of the whole
area capable of production to be covered by develop-
ment lease or leases shall be mutually agreed upon by
EGPC and Contractor and be subject to the approval
of the Mmister. Such area shall then be converted
automatically mto a development lease or leases
without the issuance of any additional tegal instrument
Or permission.

Development operations thereafter shall be started
promptly by Operating Company and, unless EGPC
and Contractor agree otherwise, at Jeast one drilling
ng shall-be used contmuously until, 1 accordance
with good oil field practices and accepted petroleum
engineering principles, the field is considered to be
fully developed. In the event no commercial pro-
duction of Petrolearn is established in anv one of

the blocks in which a2 Commercial Discovery s made

within THREE (3) vears from the date of Commer-
cial Discovery, such block shall be surrendered.

Contractor shall bear and pay all the costs and expenses

required in carrying out all the operations under this
Agreement, but such costs and expenses shall not
include interest on investment, and Contractor shall
look only to the Petroleumn to which it is entitled
under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recover-
able as provided in Article VII. During the term
of this Agreement and its renewal the total produc-
tion achieved in the conduct of such operations shall
be divided between EGPC and Contractor in accor-
dance with the provisions of Article VTI.
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, Contmctnrshallbe mb]ccttnthchwsmfomt
from time to time of the ARE. andt]:lcpoll

tical subdivisions thereof which i impose taxes on
or measured by income or profits, including those

laws imposing the commercial and industrial pro-
fits tax, mumicipal tax, defense tax and national

security tax on income and dividends paid with
respect to sharcholders (hereinafter referred to as

“ALR.E. Income Taxes™), and, except as other-
wise provided in the Agreement, shall comply

with the requirements of such laws with respect
to the filing of returns, the assessment of tax, and
the keepmg for review by authorized persons of

books and records.  For these purposes, any
A.R.E. Income Taxes for wich Contractor’s share-
holders may be liable shall be deemed to be a

tax levied against Contractor. EGPC’s share of
the Crude QOil determined under Artide VII

includes an amount equal in value to all of Con-
tractor’s A.R.E. Income Taxes.

2. For the purposes of applying paragraph (f) {1} of
this Article, the total taxable income of Con-

tractor in respect of any Tax Year shall he an
amount calculated as follows

:) The total of the sums received by Contractor
from the sale or other disposition of all Crude
Oil acquired by Contractor pursuant to Arti-
cle VII, paragraphs {(a) and (b) ;

Less

(2} The costs and expenses of Contractor
which are allowed to be recovered m the
Tax Year under paragraph (a) of Article
VII ;
and

(b) The value, as determined in paragraph
(c) of Article VII of the excess Cost Re-
covery Crude Oil taken and separately

disposed of by Contracter pursuant to
Article VII, paragraph (a) (2) ; PLUS

17} An amount equal to Contractor’s ARE. In-

come Taxes under this Agreement.

3. EGPC shall assume, pay and discharage, on be-
halt of Contractor, Contractor's ARE. Income
Taxes out of the sums received by EGPC from the
sale or other disposition of its share of the
Crude Oil under this Agreement,
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4. EGPC shall fumish to Coatractor. the proper offr-
cial receipts evidencing theé payment of Centra-
ctor's ARE. Income Taxes under this Agree
ment, within ene hundred fifty (150) days follow-
ing the commencement of the next ensuing Tax
Year. Such receipts shall be issued by the pro-
per Tax Authorities and shall state the amount
and other particulars  customary for such
receipts. |

(¢) ‘In calculating its A.R.E. Income Taxes, EGPC shall
be entitled to deduct royaities paid by EGPC to the
GOVERNMENT and the AR.E. Income Taxes of
Contractor paid by EGPC on Contractor's behalf.

(k) However, it is understood and agreed upon that thus
Agrecment and the activities thereunder shall, foz
the taxes purposes and the computation of net pro-
fits of SANTA. FE, be treated separately and indepen- |
dently in all respect and shall not be construed as

constituting any relationship to any other activity.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) Contractor shall commence exploration operations
hereunder not later than six (6) months after the
Effective Date. Not later than the end of the .
Twenty fourth (24th) month after the Effective Date
CONTRACTOR shall start exploration driling i
the Area with a commitment of drilling three (3)
wells during the Initial Exploration Period. EGPC |
<hall make available for Contractor's use all seismic
and other exploration data in EGPU's possession with

respect to said Area.

(b) The initial exploration period shall be a period of
THREE (3; years. SANTA FE may extend this ex-
ploration period for Four (1) additional periods of
one (1) year each upon a ninety (90) days prior
written notice to EGPG subject to its expenditure of
jts minimum exploration obligations for each such j

nod. Contractor shall spend a minimum of SN

pe .
M ILLION (6000000) US. Dollars on exploration
operations and activitics related thereto dunng “the

nitial THREE (3) year exploration pertod. For
cach onc (1) vear period that Contractor elects to

extend beyond the initaal exploration period, Conr:

\AYE A ed ¥ b {(2550) § 4 2l — Gl 3 it

vactor shall spend a minimum of THREE (3) msi-
lion U.S. Dollans.

If SANTA FE should spend morc -
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than the minimum amount required to be expended
during the initia]l THREE (3) year exploration period
or during any year thereafter, the excess may be

subfiracted from the minimumny amount of money requi-
red to be expended by Contractor durmg any suc-

ceeding exploration year or years as the case may be.

In. case Contractor surrenders its exploration obhiga-
tions in this Agreement as set forth above before or

at the end of the THIRD (3rd) year of the inital
exploration period having expended less than the
total sum of SIX MILLION (6 000 000} U.S. Dol-
lars on exploration, or in the cvent at the end of the
THIRD (3rd) year Contractor has expended less than
said sum in the Area, an amount equal to the ditfere-
nce between the said SIX MILLION (6 000 0D0) U.S.
Dﬂﬂafs and the amount actually spent on explora-

tion activitics shail be paid by Contractor to EGPC
at the time of surrendering or within three (3} months

from the end of the THIRD (3rd) year of the mnitia;
exploration period, as the case may be. Any expendt-
ture deficiency by Contractor at the end of the
FOURTH (4th) or any succeeding year for the rea-
sons just noted shall, similarly, result in a payment
by Contractor to EGPC of such deficiency,
vided this Agreement is stll m force as to Contractaor,
Contractor shall be entitled to recover any such pay-
ments as exploration expenditure in the manner provi-
ded for under Article VII m the event of development
of commeraal production.

Pro-

In case no Commercial Discovery 1s established by
the end of the SEVENTH (7th) vear, or in case

CONTRACTOR surrenders its exploration obliga- |

tions under this Agrcement prior to this tme, EGPC
will not bear any of aforesaid expenses spent by CON-
TRACTOR.

(¢) At least three (3) months prior to the beginnmg of

each year or at such other times as otherwise mutua-
lly agreed to by EGPC and CONTRACTOR, CON-
TRACTOR shall prepare an Exploration Work Pro-
gram and Budget for the Area seting forth the ex-
ploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During
the Exploration Period such Work Program and
Budget shall be at least sufiicient to satisfy Contrac-
tor’s minimum expenditure obligation for the period
it covers, taking into account any credits for excess
expenditures by Contractor in prior exploration

period.

|
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The Exploration Work Program and Budgctl shall
be reviewed by a joint committée to be established
by EGPC and Contractor after the Efféctive Date ‘

of this Agreément. This corunittee, herewmafter refer-
red to as the “Exploration Advisory Committee”, shall

consist of EIGHT (8) members, FOUR (4) of whom
shall be appointed by EGPC and FOUR{4) by |

Contractor. The Chairman of the Exploration
Advisory Committee shall be designated by EGPC

from among the members appointed by it. The Ex- |
ploration Advisory Committee shall review and give

such advice as it deems appropriate with respect to
the proposed Work Program and Budget, Follow-

mg review by the Exploration Advisory Committee,

Contractor shall make such revisions as Contractar
deems appropriate and submmit the Exploration Work

Propram and Budget w EGPC for its approval.
Following such approval, 1t 1s further agreed that :

i) Contractor shall nov substantially revise or modity
satd Work Program and Budget nor reduce thc
approved budgeted expenditure without the ap-
proval of EGPC ;

1t) In the cvent of emergencies mvolving danger of
loss of lives or property, Contractor may cxpend
such additional unbudgeted amounts as may he
required to alleviate such danger. Such expen-
diturc shall be considered in all respécts as explo-
ration cxpenditures and shall be recovered purs:
uant to the provisions of Article VII hereof.

(&) CONTRACTOR shall advance all necessary funds

for all materials, cquipment, supplies, personncl,
administration and operations pursuant to the Ex-
ploration Work Program and Budget and EGPC

shall not be responsible to bear or repay any of the

aforesaid costs.

(¢) Contractor shail be responsible for the preparation
and performance of Exploration Work Program
which shall be implemented in a workmanlike manner

and consistent with good industry practices. Except
as is appropriate for the processing of data and labo-
_ratory studies thereon, to be made in specialized
centres outside ARE., all geological and geophysi-
ctudies and any other studies related to the per-

cal
of this Agreement, shall be made in the

formancce
- ARE.

“%L-' 23V 3 (.:_z(‘) 9 2t e i o i . ve
. = _ ‘ Y A

AT PO (IR «53-- &l yariiy .
ol WAL LI iallel, cGlatt S gl
ol 7 b bS] W el e £S5
e W oo o (8 Yo abiae] 12U o e L LY
B B B PR HT et O W (g) e Y1
- e Gl bl de Mmoo T LYl ol 1k
S el £ ot 4 LY el 2
ool e (L0 bl ol T B, Lol
ok Wl eon 3L el A G as asedl
LAy Janll £4 g Abad i) W1, 3
Lot ade Gl oy WaleY 2l O ol 2
- 5Y Ui a4

Elr by sopa Bl g OF Wt 5N ()
9 sndl Sl e 01,5 S, o

VO hs e o b Il 5y Byl ()
WGP A G o G e Sh o ]
ety i N0 G s U i all ae
ot s o ) B il aia iy k] L
oM o b DU ool Wiy Wbyl e,
REFIPNT

;J.:\A»?ij_;_,‘ihl\pl_,lﬁi@iﬁ;)ﬁlalrl'|E:—_J_,Ulll-.ui ( 3 )
Sladly Coef glas a2 UL, EY ([PPSR Y
e 0 SN ol SULPRL i il

. S dL IS ol she 1 1E 56 gt

uahti J..n.“ é‘u .L_i..-:;_; .'.11-14! OF ")'}f.....- J__,}il\ U)(,'_ ( » )
Jyo W o (o b LS i 2 dlly Emedl
Ltk G e M Al

Al shasly LY LY Y b sbizal s
el A’Gﬁali“ £ ;-C”QJE—W’:‘:’; | sdaleal!
Aad e ol by gly LR 6,y iyl

. ﬂ{';f-t-:” 3 &2~ oyl ada




‘fjy CONTRACTOR shall supply EGPC within thirty

(g) Contmactor

16-

CONTRACTOR shall entrust, the. -mapagement |
cqlonnmapcmnms in the A.RE, to its technl-
cally ' competent General Manager and Assistant
- Manager. The names of such Manager and Assist-
ant Manager shall, upon appointorent, be forthwith
notified to the GOVERNMENT and to EGPC. |
The Manager and, in his absencs the Assistant
Manager, shall be entrusted by Contractor with
sufficient powers to carry ont immediately and comr
ply with all lawful written. directions given to them
by the GOVERNMENT or its representative under
the terms of this Agrcemcnt or any jawful regula-
tons issued or hercafter to be jssued which are
applicable hereunder.

of

N ——

(30) days from the end of each calendar quarter

with a Statement of Exploration Activity showing

casts incurred by Contractor dunng such quarter.

Contractor’s records and necessary supporting docu-

ments shall be available for inspection by EGPC at |

any time dunng regular working hours for three (3

months from the date of recewving each Statement.

Within the three (3) months from the date of receiv-

ing such Statement, EGPC shall advise Contractor !

in writing if it considers :

i) that the record of costs is not correct,

ij) that the costs of goods or services supplied are

" pot in line with the international market  prices
for goods Or SCIVICES of similar quality supplied
on similar terms prevailing at the time such
goods Or SErVices were supplied, provided, how-
ever, that purchasés made and services per
formed within A.R.E. shall be subject to Article
XXV, or

iii) that the condition of the materials furmished by
Contractor does not tally with their prices, or

iv) that thc costs incurred are not reasonably requl-

red for operations,

CONTRACTOR shall confer with EGPC in comr- |
nection with the problem thus presented, and pai-
Ges shall attempt to Teach a scttlement  ahich 1s
mutually satisfactory. I within the timc limit of |
the three (3) months period provided for in this
paragraph, EGPC has not advised Contractor of its |
objection to any Statement, such Statement shall be

considered as approved.

shall supply all funds necessary for its
operations in A.R.E. under this Agreement in freely

convertible currericy from abroad. Contractor shall |
have the right to buy Egyptian currency whenever
required and the conversion shall be made at the
local banks in the ARE. according to the official

ARE. rate of exchange.
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ARTICLE V .

MANDATORY AND VOLUNTARY
RELINQUISH ENTS

HANDATORY

At the ¢nd of the THIRD. (3) year after the Effective
Date hereof, Contractor shall relinquish 1o the GOVERXN-

MENT a notal of twenty ave (25) percent of the ori-

sinal Area not then converted to a development Jease v ¢

. CASCS.

At the end of the FIFTH (5) vear alter the Lifective
Date hereof, Contractor shall relinqush an
wenty five (25) percent of the onginal Arca not then
:onverted to a development lease or lcases.

At the end of total oploation  period,
shall relinquish the remainder of the original Arca nn
then contverted to a development lease ov icascs.

IYOLUNTARY

Contractor may voluntarly during any penod relin-

Contractor

]

additional

quish all or any part of the Area provided that at the time

of such voluntary relinquishment its financial obligations
for exploration expenditures under Article 1V p*u*agiaph
(b} have bccn satisfied for such period.

Any relinquishments hereunder shall be credited to-

ward the mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPC and Contractor
shall mutually agree upon any area to be relinquished
thereafter, except for the relinquishment provided for
above at the end of the total exploration period.

ARTICLE Y¥I1

OPERATION AFTER COMMERCIAL
DISCOVERY

(a) On Commercial Discovery, EGPG and  Contracior
shall form in the AR.E. an operating company which
shall be called ATAKA PETROLEUN COMPANY,
heremnafter referred to as ATAKA or as Operaung
Company. ATAKA shall be subject to the laws and

rt:gulatiﬂns in force in the AR.IL. tn the extent that

such laws and regulations arc not inconsistent with

the provisions of this Agrecment or thc Charter of

ATAKA ; however, ATAKA shall, for the purposes

of this Agreement, be exempted from the following

laws and rcgulations as now or hercafter amended |

or substituted :

— Law No. 80 of 1947 on Exchange Control and I ¢ A& Jo wh)) ‘,.Lu 14gy Lad A ‘-P

its executive regulations, as amended :

b
i

|

st NV
i 'f ( L-u-‘ ..:Ll\ )
| 4:_;\#“} d:)L:i-Y‘ — U.qu
: %)l U

Ao alay e 0L é_;h-h{(f) Wl & Al e
WL 3 (r0) 0y ey ier Loy s e 1 KA LA
33 4 sf 5 e e Jadl k] iay ¢ e et
. AE sy 4l Az \tj‘.:ll

o S8 QLA 1 Ol J\t_,l. o ) 2SI LY e
¢ adont Adeld e L3kl a3 (¥o) s ey dur “w yF Lo
g R T s
" L AF 5 ke )

Aidadl e W e Jali 32 e lip Wl sz,
LE 30 4 i ) é}‘-:“ s 2 e 1Al iis Y

- :l:l' ;‘-:'-5"\.“ .;_.11:.15-;:]'1
8L Rkl iy oF Bogisl Jak B OV Ul 5
slamY sl e é}k a3 43| -liilﬂ_,i.ﬂ b e o]
.c:uﬂ;_r,ﬂa.” er—T ..__..:-};_;:.“_JL ‘:,p;,p.-?‘\ i) i:]L_,H 4,'\,\}]1{
. Lu\)\ A
-“ ,r“” J LSJL"'

b 3553 J\r[.x_p.._,,u...l% il i3y Lo o

.ol lde _,.,_,,,11\
( a-al sai )

J;lil'., Y\ RS P (- yj_,-;dﬂ.uﬁ (1)
“”f e Gz SUaall oLl p g (&“{. )d
il 3] ks L}:‘c’Lr“ .:l*-*.’“ul-- Jam
( 'l C.) 3%, *‘:‘“; u“'* -!‘Fqu-mc-  ybdenll
O e tbm_; uu\,i“ odn L o yla “J LTRSS
'“"’ JL’ L“-' 'l" &9} FH WLJ#‘-_’T J.Jlo'ﬂ\ ,..u
ovlgh o lﬂ’-& t-,u.::.u ,1 AR lr)la.t... AW
._f_\,l sl
Q_’iu“ —_
' aA.ﬁ:‘im‘:!,,j Mldl‘,ﬂl}



18

i)

)

— Law No. 26 of 1954 on Companiex, as amded

— Presidential Decree No. 1203 of 1961 on Con-

tracts of Works of the Govenment; Public In- ]

stitutions and Semi-Governmental Companies, as
amended [

— Law No. 141 of 1963 on Representation of Em-
plovces and Workers on the Boards of Cﬂm

pames ;

— Law No. 60 of 1971 on Public Institutions; and

— Law No. 61 of 1971 on the Staff Regulations of
Public Companzes.

The Charter of ATAKA 1s hereto attached as Annex
"D, Within thirty (30) days after the date of Comr-
mercial Discovery, the Charter shall take effect and

Operating Company shall automatically come into
extstenice, without any further procedures.

Nmety (90} days after the date operating company
comes into existence in accerdance with paragraph
(b) above, it shall preparc a development Work Pro-
gram and Budget for the rcmainder of the vear n
which the Commercial Discovery is made; and not
later than the fifteenth (15th) of October of said year
(or such other date as may be agreed upon) and the
fifteenth {15th) of October of each vear thereafter
Operating Company shall prepare an annual Pro-
duction -Schedule, Work Program and Budget for
the succeeding vyear. The Production Schedule,
Work Program and Budget shall be submitted to the
Board of Directors for approval.

Not later than the twentieth (20th) day each month,
Operating Company shall furmish to Contractor a
written cstimate of its total cash requirements for
expenditure for the first half and the second half of

the succeeding month expressed in U.S. Dollars,
having rcgard to the approved budget. Such esti-
mate shall take mto consideration any cash expected
to be on hand at month end.

Payment for the appropriate period of each month
shall be made to the correspondent bank designated
in paragraph (f) below pn the first day and fifteenth
day respectively; or the next following business day,
if such day is not a business day.
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¢) Operating Company is authorised to keep at its own
disposal abread in an account opeaned with a corres-
pondent bank of the NATIONAL BANK OF EGYFT,
CAIROQ, the foreign funds advanced by Contractor. |
Withdrawals from said account shall be used for |
payment of goods and services acquired.abroad and
for transferring to a local bank m the ARE. the
required amounts to meet expenditures m Egyptian
Pounds, for Operating Company in connection with
its activities under this Agreement,

Within thirty (30) days after the end of cach Fin-
ancial Year, Operating Company shall submit to the
appropriate exchange control authorities in  the
ARE. a statement, duly certificd by a recognized
firm of auditors, showing the funds credited to that
account, the disbursements made out of that account
and the balance outstanding at the end of the vear.

— rr ——r—— i =+ T EEEE—— e S ke

ARTICLE VIl |
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

‘@) (1) Cost Recovery Crude Ol

Subject to thc auditing provisions under ths
Agreement, Conaractor shall recover all costs
and expenses in respect of all the exploration,
development and related operations under this
Agreement to the extent and oui of forty (40)
- percent per annum of all Crude Oil produced
and saved from all development leascs hercun-
der and not used in petroleum operations. Such
Crude O1l s hereinafter referred to as “Cost |
Recovery Grude Onl”.

Such costs and Expenses shall be recovered
from Cost Recovery Crude Oil in the following
manner : |
All operating expenses, incurred after initial
commercial production which for the purposcs |
of this agreement shall mean the date on which !
the first reguiar shipment is made, shall be re-
expenses are incurred or the Tax Year in which
coverable In the later of the Tax Year m which
initial commercial production occurs,

—_——

i) Fxploration LExpenditures, mcluding mose ac
cumulated prior to the commencement of mitial |
Commertcial Production, which for the purposes ]
of this Agreement shall mcan the date on which
the first regular shipment is made, shall be |
recoverable at the rate of (20) percent per an-
num bascd on a_'mrtizatiml at thao rate starting
in the later of the Tax Year in which such ex- :
penditures are incurred or the Tax Year in which

initial Commercial Production commences, i
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i) Development Expenditures; including those accu-
mulated prior to the commencement of initral
Commercial Production, shall be recoverable at
the rate of ten (10) percent per annum based on
amortization at that rate starting in the latee of

the Tax Year in which such expenditures arce

{

|

incurred or the Tax Year in which mtal Com-

mercial Production commeaencos.

i) To the extent that, wy a Tax Year, costs, expen-

ses or expenditures vecoverable per pavagraphs

(1), (1) and {11} preceding exceed the value of :

all Cost Recovery Crade Ol Tor such

Tax |

Year., the oxcess shall be carried forward for !
recovery e The next suzocecding Tax Year or

Ycars unul tully recovered | but i no case after

the termination of the Agreament

) For the purposc of deterimuning  the  classifica-
tuon of all costs, expenses and expenditures tor
their vecovery, the foliowing werms shall apply :

(1} “txploration Lxpeaditures” shall mean
all costs and oxpenses for  exploration
operations.

(2} “Development Expenditures” shall mean
all cosis and expenses for
operations with the exception of operat

INg eXpenscs.

“Opecerating  Lxsenses”  shall mean
costs, ¢xpenses and cxpenditures made
after ‘nitial commercial production ope-
rations, which costs, cxpenses and expen-
ditures are not normally depreciablu.

™o

{,};

(2). Contractor shall cach vear take and scparacdy |

dispose of all Cost Recovery Crude Ol produ-
ced. (except as provided in subparagraph {a} (3)
helow, of this Article VI plus its share of the
balance of the Crude (] 25 stipulated wn par-
agraph th} below aof this Article VI
cxtent that the value of the Gost Recovery
Crude (il (as deteemined m sub-paragraph (c)
holow, exceeds the actual recoverable costs and
cxpenditures, includiag anv carry forward from

paragraph {a} (1} (iv) above, @ be recovered in

that vear, the value of such oxcess Cost Recov-
crv Crude Onl acteally taken and  sceparately
dsposcd of by Contractor shall be paid by Con-
tractor to EGPC in the manacg set forth in Art-
icle IV of the Accounting Procedure contained
i Annex “E”, and Contractor shall be deemed

to have purchased such excess Cost Recovery

Crude .Oi_l.

devclepment .
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(3). EGPC shall each year have the option of tak- H’ B\ PR TS - T "«-- Fo w2 (v )
ing delivery of a quantity up 0 gftyd(,’io% ge;a c”“ ot e LU (o ) cpet” o A5
cent of the excess Cost Recovery Grude, I.O.B. Y . A L 2 "
the export terminal (or other delivery point | i st sl 4l 5 ‘wef"-ﬁ H{ﬁufﬂ _
mutually agreed upon) for the purposc of | A3 w;]‘u:;_,\ oA el J(l(:lp 343 o] ﬁl‘"l
supplying any of EGPC’s share of operatung re- - S e (a3 Sl

quirermnents for refmeries.

: Et;}!\ (-L.Iil (._..)

Production Sharing

L gyt : .
The remaining sixty (60) percent of the Grude Oil i P b e N U.u:a..ll MBI ( < - },—,_1 o)
shall be taken and disposed of separatehy By LGPC ! M s1sl e Jalilly T i 5 STV s o=y
and Contractor in the following proportions : | . c 32N
! LAV G (A ) D5 et —

iGPC = EIGHTY (80) Percent R
LGPC (80) P UG e )05 Sy

CONTRACTOR TWENTY (20} puorant
yamay e {lﬁ\ o b LY e Ji.ul- S2E N (V) ( >

(1} For the purposes of dewermming the vithure ol the i _ 1

mat Jaie b - ey . - 2 T -l Aals
quantity of Cost Recovery Crude il 1o w hica 5 L R P NSNS Jaladl A e s
Contractor is entitled hercunder  during cach

) N <idl . P S IR TR IR B S NP - ¥
calendar semester, the wcighted average price Aas: h’fﬁ\-’k’n 5"1 FemT LS T
realized in freely convertible currency from ¥.° J‘_L'. (—l_r! 3 \all ﬂ I+ A CHPe b g AR
O.B. point of export sales by cither EGPC or L e S Uib 5y, ol e 3 ( sh ) Ll

Contractor under all Crude Oil sales contracts © (=

currently in effect, but cxcluding Crude Oil sal- ~ Cisai 3 Al 2 N A Jadd % fim r\:U o )
¢s contracts involving barter, whichever is hig- . 5y Sl e oK ) }'i L..f-? APURRCAL RO
her, to noh-affillated companics dunng such : IRt ) C ‘ _ o E_"' e )
semester shall be used. It is understood that . “'.,__j:..e” > __,:._Jl AP Ju‘ nl‘_}&li\ B ) Al ¢ '-':'_.)'

. L- a L ] -
in the case of CLF. sales, appropriate deduc- NI & JO PN S | G A2 M bz ase 6, F
t‘ons shall be made for transport ancl msurance it

- . R T 11 22 l
charges to calculate the F.O.B. pant of export -J_-\-ﬂ-]\ i 39 p” el Sl

prece. !

(2} If during anv calendar senwcster there are no
such sales by EGPC or Contractor under Crude &« ey - Pons 3 g, 2l mroind 1 e J sl
Oil sales contracts currently in offect, EGPC A T X ‘ Al il e :
and Contractor shall meet and mutualtly agree 4.:1)" e Jolily ylacs O Jotdhly 2w B Jo e
npon the price of Crude Ol to be used in ciiftl;t_-rr-l " P INTR U adf 3 daeel caen A rUJ
mining the value mentioned I sub-paragraph ! - - - -
(c) (l)gabow. Peading such mutual agreement | O SN be 3L Jse 5 ‘-{“LJ*:H" {‘)(C? “r Al
the price used shall be the fasi price determined § T PN sAf w27 o JareWh o S

ursuant to sub-paragraph {c) {13, ov under this ¥ © T . Nae
sub-paragraph (¢] (2). whichever is later, and bl (007 AN s r gt sl (V) (7)) 255
appropriatec adjustment will be wmade  thereto | o W Xdé dm ale il Sl 5 gy ey J.
after determination of a mutually agreed price LA de M e ish gl
bv EGPC and CONTRACTOR. 1 ’
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d) Operating Company shall prepare {not less than ‘ um-—i 1-_-;‘__ [ ety gy fu‘ C‘Lﬁ?“l"l (:’)

ninety (90) days prior to the beginning of each cal- & | ¢ 1o - LIl WS A B Je by (&)
cndar semester following regular oroduction) and | = L iy Ll aei
furnish in writ’ng to Contractor and EGPC a forecast | % sl Jb“:““':s- "*L". Ui Amrysly O ‘

sctting out the total quantity of vetroleum that AT- | ia oy Wi, L Blasdly L) 5o &) Bl
AKA estimates can be produced. saved and trans- ' \E,'+ i .'xli.' IR B A BT e
ported hereunder during such calendar semester in Jyed B 5, F i 20 e ok g
accordance with good nil industr practices. Opera- | had ‘-JJ."J el
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ting Company shall endeavour to r{)rodu{:e each cal-
cndar semester the forecast quantity. The Crude
(il shall be run to storage tanks constructed, main-
tained and operated according to Government rcgu-
lations, by Opecrating Company in which said (_.mdc
Oil shall bc metered or otherwise measured  for
rovalty, and‘the other purposcs required by  this
Avrecment, '

to s:_paratcl» tdlu:- and export cuncmlv all of t!u

{a) and (b) mf |
Subject to payment of sums due EGPC

In accnrdanu with sub-paragmph:.
this Articlc.
under Articles VI (a) (2) and IX, Contractor shall

have the right to retain abroad all funds acquired |
by it abioad including the proceeds from the sale

of its share of Crude O1] exported.

ARTICLE Vi

TITLE TO ASSETS
EGPC shall become the owner of all assets acquired
and owned by Contractor in conncction with the
aperations carricd out by Contractor or Operating
(ompany in accordance with the following

(1) Land shall become the property of EGPC
soon as 1t is purchased.

RB

¢ assets shall he wans-
eradually from Con-
ww EGPC a5 they becone subject to

(27 Title to fixed and movab
ferred automatically and
tractor

{ll‘.pl‘{‘{:i.‘dtiﬂﬂ in accordance with the prm*ibiﬂm -
the full ttle o0 hixed

of Article VI, however,
and movahle assets shall be transferred automati-
cally from

bv Contractor in accordance with the provisions
of Article VII, or at the time of terrrination of
this Avreement whichever first accurs.
subject to the appraval of EGPC. Contraceor
may transfer ttles of fixed and vrovable assets
to FEGPC ac anv time prior o the manditory
dates specthied herem.
The book value of the assets created during each
calendar  qguarter  shall be comnnmicated by
Contractor to EGPG or by Operanng Company
to EGPC and Centractor within thieey
of the end of ecach quarter.
(6) Durmg the torm of this Agreement and the renewal
period  Contractor and Operating Company  arc
entitled to the full use in the Agreement Area. and

anv other Area approved by EGPC, of all fixed and |

movable asscts. CONTRACTOR and FGPC

shall

not dispose of the same except with agreement of

the other.

|

3l LA 2] Pole il il 572l gey
Sl W E A B8, L Ay e i

Contractor shall have the right and the obhigations

Contractor to EGPC at the end of

the Ycar when 1ts otal cost has been recovered
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ARTICLE IX

" SIGNATURE AND PRODUCTION BONUS

(1) Signature Bomnus

Contractor shall pay to EGPC as a Signaturc Bonus

the sum of One million {1 000 000) U.S. Dollars on
the Effective Datc.

(2) Production Bonus

(a) Contractor shall pay to EGPC the sum of Two (2) i

million U.S. Dollars as a Production Bonus when
total average daily production is sustained at the
rate of fifty thousand (50,000) barrels per day tor
a period of thirty (30} consecutive producing days.

(b) Contractor shall also pay to EGPC the additional

i nam smle wmr of= b R

|

sum of THREE (3) million U.S. Dollars as a Produc-
tion Bonus when total avcrage daily production is

sustained at the rate of one hundred thousand
* (100,000) barrels per day for a period of thirty (30)
consccutive producing days.

(¢) Contractor shall also pay 10 FGPC the additional

sum of FIVE {5) million U.S. Dollars as a Produc-

tion Bonus when total average daily production s
sustained at the  rate of two hundred thousand

i

(200,000) barrels per day for a period of thirty (30)

consccutive producing days.
(3) Both aforesaid Signature and Production Bonuscs

shall ncither be recovered nor amortized by CONT-

RACTOR.

ARTICLE X
OFFICE AND SERVICE OF NOTICE.

Contractor shall maintain an Office in A.R.E. at |

which notices shall be validly served.

The General Manager and Assistant Manager shall
be cntrusted by Contractor with sufficicnt power to carry
out immediately and comply with all local written dirce-

tions given tohim by the GOVERNMENT or Its TCPIC-
<entative under the terms of this Agreement or any lawtul 3_
regulations issued or hereafter o be issued which arc
applicable hercunder and not in conflict with this Agree-

ment.

Al matters and notices shall be decmed to be validly
<erved which are left at the office of the General Managcr
or which are sent to him by registered mail to Contrac-

tor’s officc in A.R.E.

Notees under Article XXI should be made bv an :

official legat notice.

i
!
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All matters and notices shall be deemed to be validly | 2K 3 S 3] bt U] Rime pz Sy Uz YW1y 031 B

rved which are left at the office of the Chairman of
.GPC or which are sent to him by registered mail at
LGPC's mam office in Cairo.

-y
LU

ARTHILE X1

SAVING OF PETROLEUM AND PREVENTION |
OF LOSS }

., Operating Company shall take all proper measures, |
according to generally accepted methods i use in
the o1 mdustrv to prevent loss or waste of petrofeum
above or under the ground in anvy form duting
dinthing, producing, eathering  azd distubuting oc

The GOVERNMENT has the

l‘ight Lo provenl any upcratiuh O any woll that it

might rcasonablv expect would result in loss or da-
mage to the well or the ol field,

stOrage operations.

b) Upon completion of the dnlhing of a2 productive well, i
Operating ‘Company shall informm the GOVERN-
MENT eor us representative of the time when the
well will be tested and the production rate ascertained.

¢} Except n mstances where multple  producing for-

mations in the same well can onlv he produced cco !

nomically chrough a single tubing soutg, Petroleum i
shall not be produced from multiple ol carrying |
zones through one string of tubing at the samce time,
except with the prior approval of the GOVERN-

MENT or its representative.

d) Operatng Company shall record data regarding the |
quantities of petroleum and water produced monthly |
from each development lease. Such data shall be |
sent to the GOVERNMENT or its represcntative on |
the special forms provided for that purpose within
thirty (3G) days after 1t is obtained.  Daily or weekly
statistics regarding the production brom the Area
shalli b available at all reasonable umes for exami-
nation by authorized representatives of the GOVE- [
RNMENT. *

e L B

‘7 Dailv dniling rcoords and the graphic ing-; of wells 1 |

must show the quantity and type of cement and the
amount of any other materials used in the well for

the purposes of protecting petroicum, gas bearing or
fresh water strata. Any  substantial change of
mechanical conditions of the well after its completion |
should be subject to the approval of the representa- |
tive of the GOVERNMENT.
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ARTICLE XI1I l

CUSTOMS FXEMPTIONS

‘@) EGPC, Contractor, Operating Company and their
contractors and sub‘contractors engaged in carrying
on operations under this Agreement shall be permit-

ted to import and shall be exempted from customs |

duties, with respect w the importagion of machmnery,
equipment, vehicles, materials, supplics, consumable
items and movable property, when certified by a
responsible representative of EGPC, to be used solely

n carrvinZ on opcrations under this Agreement,

- Each expatriate cmplovee of Contractor and Operat-
ing Companv and the said contraciors and sub-con-
tractors shall be permitted to umport and sball be
exempted from all custems duties with respect to the
reasonable importation of houschold goods, 1tems and
personal cffects mcuding one automobile; pro-
vided, however, that such propertics are imported for
the sole use of the employee and his famuly and pro-
vided, further, that no such property imported by
the employee shall be resold by him in the ARE.
except in accordance with GOVERNMENT regula-

t10nS.

The cxemption provided i (a) of this Article shall

not apply to any imported items, when items of the
same, or substantially the same kind and quality are

manufactured locally and are available for purchase
and timely delivery in the AR.E. at a price not

higher than ten {10) percent more than the cost of
the imported item before customs duties, but after
transportation and insurance costs have heen added.

" Anv of the items imported into-the AR.E. either ex-
empted or non-exempted from customs duties, taxes
or imposts ‘under this Article may be exported by |
the importing party at any time without the pavirent

of anv export duty, or impost. '

Used hut serviceable material, equipment and goods
resuiting from operations hereunder may be sold I
within the A.R.E. provided that the purchasers pay
the applicable customs duties, taxes or imposts if any, |
except if sold to an affiliated company of EGPC, |

(30 i3t ;.;u\)
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. Material, equipment and goods so damaged or used
as to be non-serviceable and which arc dassified by
Contractor or Operating Company as scrap or junk
(any such Contrictor's appraisal bemng subject to
EGPC approval and any such Operating Company
appraisal being subject to EGPC and Contractor
approval) may” be sold as scrap or junked without
payment of custom duties, taxes or Inposts. .

¢ In the event of such salc under sub-paragraphs (e)
and (f) above, the proceeds from such sales shall be
divided in the following manner :

Contractor shall be cmtitled to rexmbursement of

its unrecovered cost, if any, in such material or equip-
ment and the excess, if anv, shall be paid to EGPC.

i) “Custom duties’™ as used herein, shall include all duties, |

taxes or imposts {except those charges paid to the

GOVERNMENT for actual services rendered),
which are payable as a result of the importation of
the item or items under consideration.

/) There shall be no licence required, and Contractor
and EGPC shall be cxempted from any duty, tax

fee or any other financial impost in respect of the
export of Petroleum hercunder.

) At a reasonable time prior to the commencement of
Commercial Production EGPC and Contractor shall
meet and agree upon a procedure for scheduling
tanker liftings from the agreed upon point of export.

ARTICLE XIII

BOOKS OF ACCOUNT - ACCOUNTING
AND PAYMENTS

'2) EGPC, Contractor and Operating Company shall
cach maintain at their business offices in the A.R.E.
books of accounts, in accordance with the Accounung
Procedure in Annex “E’ and accepted accounting

practices generally used in the petroleum industry,

sary to show the work performed under this Agree-
ment including the amount and value of all petroleum

produced and saved hereunder. Contractor and

Operating Company shall keep their books of account
and accounting records in United States Dollars.

OPERATING COMPANY shall furnish to the GO-

VERNMENT or its representative monthly returns
o the amount of petroleum produced and saved

hereunder. Such retums shall be prepared in the

and such other hooks and records as may be neces- *
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form required by the GOVERNMENT, or its repre- |

sentative and shall be signed by the General Mana- .
ger or by the Assistant Manager or a duly designated -

deputy, and delivered to the GOVERNMENT or 1t -

representative within thirty {30} davs after the wd

"

0

“The aforesaid books of accounts and other books and

of the month covercd m the return. |

records referred to above shall be available at all
rcasonable tmes for inspection by duly authorized
representatives of the GOVERNMENT. |
Contractor shall submit to EGPC a Profit and Loss 1
Statement for the Calendar Year not later than .
March 15 of the following vear to show its net profit
or loss from the petroleum opcrations under this
Agreement for such vear.

. E— TR T a— = T —— R = rem s = e

Contractor shall at the same time submit a vear-

~d Balance Sheet for the same Calendar Year to
EGPC.

ARTICLE XIV

RECORDS REPORTS AND INSPECTION

Contractor and/or Operating Company shall pre- |
parc and, at all times while this Agreement is in |
force, maintain accurate and current records of its -
operations in the Arca hereunder. Contractor and/
or Operating Company shall furnish the GOVERN. |
MENT or its representative, in conformity with
applicable regulations or as the GOVERNMENT or
its representative may reasonably require, information
and data conceming its operations under this Agree-
ment.

Contractor and/or Operating Company shall save and
keep for a reasonable period of time a representative

portion of cach sample of cores and cuttings taken
from drilling wells, to be disposed of or forwarded

to the GOVERNMENT or its representative in the
manner directed by the GOVERNMENT. Al sam-

ples acquired by Contractor and for Operating Com-
pany for its own purposc shall be considered available

for inspection at any reasonabie time bv the GOV-
ERNMENT or its representiative.  Any such samples ;
which Contractor or Operating Company has kept

for a period of twelve (12) months without receipt
of instructions to forward them to the GOVERN-
MENT or its representative or elsewhere may be

disposed of by Contractor or Operating Company at |
its dascretion.
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} Unless otherwise agreed to by EGPC, m case of ex- ot ol (C.r.CJ_)EJL'- W b FRPEW LA 3(=)
porting any rock samples outside A.RE. samples e ot T . i
equivalent in size and quality, shall before such ex- Jod A U gy U L..L“H-:‘. ol saadl i

portation, be delivered to EGPC. as representative . - oy Lt e -
of the GOVERNM ENT. B et e A e L

/Y Originals of records can only be exported with the | € il s éjal V1 oookee JﬁT{w_;,e_ N (> }
permission of EGPC; provided, however, thatmag- | rl =AL '1:_{ F AT 11,;_:;’%;\ oM RO 2 3
netic tapes and any other dota which must he Pro- s, Aua Iyt *;B(F"i"f;}i-’1";' l,;.i:t,xf_,'i asias] {‘J":'. 12

. (.0 2) 3 de M Hle L & 51 oW Ll 1)
tec if a monitor or a comparable record is maitained | 5 C) S e L}JL_L ! Fo3h .. >
in the ARE. and provided that such cxnores shall be Lt (f;-hajt.-ii RPN IPY PO bAa

repatnated to AR.E. on the understanding that they . e 3N gy
helong o EGPC.

cessed or analyzed outside the A.R.E. mav be expor-

el i reger —

During the period Contractor is conducting the cx- | me-? Zooedl lam 1L L-T 3 Jslallags I aadd o (=)
ploration operations Contractor shall permit EGPC | 5 b o Gl ;"5,.7, W Y U Ty WO+ IR
through EGPC’s dulv authorized representative or |
cmployce to have full and complete access to the
Arca at all reasonable times with the right to observe | ) —
the operations being conducted and to inspect all Sl L 'L"“:".. SE ey ¢ I
assets, records and data kept by Contractor.- EGPC | A1 3 73U b 3,adt i e jle o WO LY,
in ﬂermsm% ~its nghts vnder  the preceding i PRCARIA briF i © 2 5 ad o WL
sentence of this paragraph (¢} shall not interfere { —vo v )\ o0 w1 . FRE
with Contractor’s operations. Contractor shall pro- ,d_‘ J UL}: i *"*': d LM} e L_;l e
vide EGPC with copies of any and all data (including, ﬂ*f’%“‘-" S
but not limited to. geological and geophysical repo- Sl ﬂ%,,:,,l.-:l.ll;s’ LS AN PEVRS RS =y
rts, Jogs and well surveys), information and mmterpre- | a2 w7 5 - 38 g5 4250 05 My 75 1 TaL
tation of such data and information in Contractor’s | \oi Yy A d“L’T Ol @ o Shgdally L
pofsessiun. All s?ch data and mfnrmaticin shall be | 3 i S| s Y, Lbdabdi ey a sl
strictly conhdential and shall not be divulged by RAPR .. GV ik 3b e b 3l uii_,-

"EGPC except to affiliated companies, or by the s ‘ o
GOVERNMENT, without the consent of Contractor | & N Cinde 2sp e Spal oo i SA 550

while this Agreenrent remains in force. However, for E Ja ;5“ )1:’:'_:]}:;‘.&.?1:5'_:553_3-_‘ ;...U'l_-:n& PR’ <)
the purposes of obtaining new offers the GOVERN- | alzls, ;‘-_4\ FAN "\_dq,sz"—_ Y _,( sdety . oF W F

P GANCR LY BRSPS TN IS SOURE B U T PO |
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|
MENT mayv show anv other party geophysical and RS WCS BV N
geological data {thc.age of which is not less than one l
vear) with respect to the Area adjacent to the Area

of such new offer,

(5 ot Aaaidd 55U )

GOVERNMENT and/or such parties aramst -all dam- .'

ages for which it mav he held liahle on account of any _ _
such operations. ' . el odw a f o

ARTICLE XV [
RESPONSIBILITY FOR DAMAGES ’ AoV e ayndd
Conwractor shall entirely and solelv be responstble i @ . ) 2o 1 0 e 0 ol 2. U TR
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ARTICLE XVI

PRIVILEGES OF GOVERNMENT
'REPRESENTATIVES

Duly authorized representatives  of the GOVERN-
MENT shall have access o the Area covered by this
Agreement and to the operations conducted thercon.
Such representatives may cxamine the books, registers
and reconds of EGPCG, Contracter and Operating Lo
pany and make 2 reasonable number of surveys, drawings
and tests for the purpose of enforchiig this Agreemehi.
They shali, for such purposes, be enbtled to make reazon-
able use of themachinery and instruments of Contractor

or Operating Company on

r——— o omms e —b L

the condition that o danget

or impediment O the operations hercunder shail zrisc

directly or indircetly [from cuch use. The GOVERN-
MENT indemnifies and shall reittourse Contractor
Operating Company for wnv loss or damage which may
in fact result from any sueh use of suid machinery and
instruments.  Such representatives sl Bzl reasofis
Jble assistance by the o wnd vy oy
or Operating (ompany 50 that noue of therr ACTIVIOES
chall endanger or hinder the safcty or efficiency of the
operations. Contractor  Of Operating Company shall
offer such representatives all privileges  and facilities
accorded to 1ts own emnplovees m the {ield and shall prov-
ide them, frce of charge, the use of reasonable office space
and of adequately furnished housing while they are m the
field for the purposc of facilitating the objectives of ths
Article. |

Any and all formation shiained by GOV ERN-
MENT or its represcntatives hereundor shall be kept €01
fidential with respect to the
c'osed during the term of this Agrerment WiLhout the
prior written consent of the EGPC and Contracior.

" - -
L  ef Comracion

ARTICLE XVII

EMPLOYMENT RIGHT AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEL

(@} Lt is the desire of FGPG qnd Coniractor tt e
tions hereunder b cnpanceen 11
officicnt manner.

(1) The Expatriate AUNYT IS, professinnal and
technical pervonnel cmploved by Contractor of
Operating  Company and the persoyt of its
contractors for the conduct of the operauens
hereunder, shall be granted the residence  as
provided for in Law Nea. 83 of 1960 o now
.mended and the work permit for alicns  as
provided for in the Ministerial Order No. 9 of
1963 as now ameded without prejudice to the
ARE. laws and regulations relating to public
pohcy or public security.

Area and shall not be dis

pem——— LR
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(2) A munmmman of twenty five (29) percene of the
combined salaries and wages of the expatriate |
administrative, professional, and techrical per-
sonnel employed by Contractor or  Operating
Company shall be paid monthly in Egyptan
Currency.  On fimal repatnation such person-
nel shallhave the right to reout abroad i ULS
Dollars vr other curreneres the unused portion of
Egyvptian Currcniey o exeess of twenty five (23)
pereent of such personnel's sadurv.,

3 Contractor and Operating Company shall cach scl-

il Ve 2 o3 v 3 (5 5) S8 st L S Al 3

. e
+,

cot 1ts employees and determme the number there-
of, to be used for operations hercunder. 1
Contractor shall, alter consubtation with LGPC pre-
_— . )
parc and carvy out speciaitzed traming programs for
all its A.R.E. umployees engaged in operations here- |
under with wespece 10 applicab’c aspects of the pet-
rolcum ndustry. I
Contractor and Opcerating Company will under-
take 10 replace gradually their non-exeeutive vxpatr-
1ate staffs by qualified nationals as they are available.
/) During the period when  Contractor is conducting
Exploration, Contractor shall give mutually agreed
numbers of EGPC cmployees an opportunity to at-
tend and participate in Contractor's and Contractor’s
affiliate training programs relating to cxploration
and- development operations.

1

ARTICLE XViII | |

LAWS AND REGULATIONS

1; Contractor and Operating Company shall be bound
by Law No. 66 of 1953 as amended by Law No. 86
of 1956 and thc regulation issued for the impementa-
tion thercof. and including the regulations for the
safe and cfficient performance of operations carried
out for the execution of this Agreement and for the
conservation of the petroleam resources of the AR E.
provided that no regulation. modification ¢r inter- |
pretation thercof shall be contrary 0 or inconsisrenr |
with the provisions of this Agrecment.

2 KGPC and CONTRACTOR shall he exempred from |
all taxes. except as provided i Article 1 parag-
raph {f) for mcome taxes, with respect to the ex-
tractng, producing, exporting or transporting of Pet-
roleurn hercunder.  CONTRACTOR shall also be
excmpted from any tax on capital.

+ The nghts andd obligations of EGPC and CONTR-
ACTOR under, and for the effective term of this
Agreement shall be govemed by and in accordance
with the provisions of this Agreement and can only
be altered or amended by the mutual agreement of
the said contracting parties.
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The contractor and sub-contractors of CONTRAC-
TOR and OPERATING COMPANY shall be sub-
ject to the provisions of this Agreement which affect
them; they shall also be bound by all regulations
which are duly issued by the GOVERNMENT from
time to tune.

()

ARTICLE XIX
RIGHT OF REQUISITION

(@) In case of national anergency due © war Or imEnn-

ent expectation of war or intemal causcs, the GOV- |

ERNMENT may requisition all or a part of the

production from the Area obtained hercunder and i

require. OPERATING COMPANY 10 increase such
production to the utmost possible maximum. The
GOVERNMENT may also requisition the oil-ficld

itself and, if necessary, related facilities

[n all the cases, such requisition shall not be effectea
except after inviting EGPC and Contractor or their
representative by registered letter, with acknowledg-
ement of receipt, to express thelr views with respect
to such requisition.

(¢) The requisition of production shall be effected by
Ministerial Order. Any requisition of the oil-field
itself, or any related facilities shall be cffected by
a4 Presidential Decree duly notified to EGPG and

Contractor.

(6)

(d) In the event of any requisition as provided above, the
COVERNMENT shall indemmnify in full EGPC
and Contractor for the period during which the
requisition is maintained,” including

(1) All damages which result from such requtsition. !

(2) Full payment each month for all petroleum ex-

tracted by the GOVERNMENT less the rovalty I

share of such oil.

However, any damage resulting from enemy attack
is not within the meaning of this sub-paragraph (d}.
Payment hcreunder shall be made to Contractor in U.S.

Dollars remittable abroad. The price paid to Contractor

for petroleum taken shall be calculated in accordance with

Article VIT paragraph (c).

ARTICLE XX
ASSIGNMENT

(a) Neither EGPC nor Contractor may assign to a per-
son, firm or corporation not party hereto n whole or
in part any of its rights privileges, duties or obliga-

.ons under this Agreement without the written con-

1'

|
|
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sent of the GOVERNMENT. However, either |
EGPC or Contractor shal: be free to assign its rights, |

privileges, duties and obligations under this Agrec-

I

menht to an affi[]_aj_Ld cm])any ; Hﬂd prm’idttd fl.ll_' |

ther that the assignee shall be as quahtfied as the as-
signor with respect o its technical and financial com-

petence and cxcepting assgaments © assignees who-

ily owned by Contractor, GOVERNMENT approval
to the assignment shall be first obtained.

{b) In the event that EGPC or Contractor wishes 1o as-

stign, T whole or in vart, any of s rights, privileges,

duties or obligations hercunder as aforesaid the wiit-
ten consent thereto of the GOVERNMENT shall
not be arbitranly withheld. To enable considera-
tton to be given o any request for such consent, the
following conditions must be fulfilled.

(1) The obligations of the assignor derving  fruen

this Agrcemwent must have been duly fulfilled

as of the date such request s made ;

(2) The proposed assignec or assignees must produce
reasonable cevidence 10 the GOVERNMENT of

its or thetr financial an:d technical competence.

(3] The mstrument of assignment must include prov-
1slons stating precisciv that the assignece is bound
by all covenanis contained in this Agreement and
any modifications or additions it writting that
up to such time may have been made. A draft
of such insttument of assignment shall be sub-

Tl mm— e ..

= 4 e N gy w— Wy i ey pe i = .

mittedd o the GOVERNMENT for review and

approval belore beme formally execured.

(¢} Every excouted and delivered msteument of assign:

- ———

[p—
-

ment assigning any of the rights, privileges, dutics or

obligavons hercunder of EGPC or Contractor, shall |

be submitted to the GOVERNMENT within thirty
(30} days after the GOVERNMENT approves the as-
signment. for registration e its registors,

(d) Anv assignmen: made pursuant to the provistons of

this Article shall be [ree of any transfer or related
taxes, charges cr fees.

ARTICLE XN
BREACH OF AGREEMENT AND
POWER TO CANCEL
(@) The GOVERNMENT shall have the right o cancel
this Agreemeat by order or Presidennal decree, with
respect to Contractor, i the following mstances

(1] If it konowingly has subnutted any faise state-

ments to the GOVERNMENT svhich were 2
material consideration for the execution of this
Agreement ;

R * et
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(2) If it assigns any interest hereunder contrary to
the provisions of Article XX, hereof ;

If it 15 adjudicated bankrupt by a court of com-
petent jurisdiction ;

(3)

(4) If 1t does not comply with any final decision
reached as the result of court proceedings con-
ducted under  Article XXIII Paragraph (a)
hereunder ;

If it intentionally extracts any mineral other
than Petroleum not authorized by tins Agree.-
ment or without the authority of the GOVERN-

MENT except  such

(3)

unavoidable as the result of operatwons conduc-

ted hereunder in accordance with  accepted

petrolewn industry practice and which shatl be |

WAYE o s v id (5,55 §9 sl L doals ) s oudb

|

|

extractions as may be

1

[
'
J
|

notified to the GOVERNMENT or its represen-

tative as soon as possible; and

(b}
ment or of the provisions of Law No. 66 of 1953,

as amended by Law No. 86 of 1956, which do !

not expressly contradict with the provisions of
thris Agreement.

If it commits any material breach of this Agree- |

|

Such cancellation shafl take

place without prejudice to any rights which may -

have accrued to the GOVERNMENT against

CONTRACTOR in accordance with the pro-

vistoms of this Agreement; and, in the event of
such cancellation,
right to remove from the Arca all its personal

property.
If the GOVERNMENT deems that one of the afo-
rcsaid causes (other than a force majeure cause refer-
red to in Article XXII hereof) exists to cancel this

Agreement, the GOVERNMENT shall give Contrac-
tor amnety (90) days written notice personally served

on Contractor’s General Mapager in the legally
official manner and receipt of which is acknowled-

!
1
-f

Contractor shall have the

red by haim or by his legal agents, o remedy and

remove such cause, but if for anv rcason such service
is impossibic duc to unnotified change of address,
publication in th Official Journal ot the GOVERN.-
MENT of such notice shall be considered us validly
served upon Contractor. [f at the end of the said
ninety (90) days notice period such cause has not

been remedied and removed, this Agreemeny may !

be cancelled fqrthwith by Order or Presidential
Decree as aforesand, provided, however, that if such
cayse, or the failurc to remedy or remove such cause
results from any act or omission of one party, can-

cellation of this Agreement shall be effective only !

as against that party and not as against the other
party hereto.

!
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Yt
Contractor ‘shall be allowed to remove their belon- | I as, ol ddhen e ol 5L 1ol _
gings from the Area of any lease cancelled hereunder | i i Bl Ik s ()

S
L

©

(b)

after settling all claims due to the GOVERNMENT.

ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by

EGPC and Contractor or either of them of any |

obligation under this Agreement shall be exoused if
and to the extent that such non-performance or
delay is caused by force majeure. The period of
any such non-performance or delay, together with

such period as may be necessary for the restoration

of any damage done during such delay, shall be

added to thc tume givenr in this Agreement for the !

performance of such obhgauon and for the perfor-
mance of any obligation dependent thereon and to
the term of this Agreement, but only with respect
to the block or blocks affected.

“Force Majeme”, within the meaning of this Article :
XXII, shall be any order, regulation or direction of |

the GOVERNMENT of th¢ ARAB REPUBLIC
OF EGPYT (or the UNITED STATES OF

AMERICA GOVERNMENT with respect to Con- :
tractor} whether promulgated m the form of a law or ;
othcrwise, or any act of God, insurrcction, riot, war,
strike, and other labor disturbances, fires, floods or -

any ather cause not duc to the fault or negligence
of EGPC or Contractor or cither of them, whether

or not similar to the forcgomg, provided that any |

such cause 1s beyond the reasonable control of EGPC
and Contractor, or either of them.

(c) Without prejudice to the above and except as may

()

be otherwise provided for herein, the GOVERN-
MENT shall incur no responsibility whatsoever to
EGPC and Contractor, or cither of them for any

damages, restrictions or loss arising in consequence of |

such casc of force majeurc, except a foree majeure
caused by the order, regulations or direction of the
GOVERNMENT of th¢ ARAB REPUBLIC OQF
EGYPT.

If the force majeure event occurs during the initjal
exploration period or any extension thereof and
continwes in cffect for a period of two (2) years Con-

tractor shall have the option upon ndnety (90) days |

prior written notice to EiGPC to terminate its ohli-
gations hereunder wrthout further liability of any
kind and, if stil in force, the Guaranty contained
in Annex “C” hereto, shall be automatically cancel-
led and EGPC shall so notify the Bank to release

the Guaranty.
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(a)

(0}

(¢)

ARTICLE XXI1II
DISPUTES AND ARBITRATION .

Any dispute arising between the GG‘?’ERNME}E‘QT
and the parties with respect to the interpretation,
application or cxecution of this Agreement, shall be
referred to the jurisdiction of the appropriate AR.E.
Courts.

Any disputc arismg between Contractor and EGPC |
in comnection with the present Agreement shall be |
finallv setfled by arbitradon. The arbitration shall |

be held at Stockholm, Sweden, and conducted e ac-

cordance with the Rules of Conciliatton and Arbitra-
tion of the International Chamber of Commmerce. In
the cvent of no provisions being made in these Rules
in certain cases, the Arbicrators shall establish thew

own procedures.

The arbitration shall be inittated by ather

giving notice to the other party that it elects to refer
the dispute to arbitration and that such party (herein- |
after referred to as the First Party) has appomted |

an Arbitrator who shall be identified in satd notice,

The other party (hereinafter referred to as the
Sccond Party), within fifteen (13) days, shall notify |
First Party in writing, identfying the Arbitrato that

it has selected.

If the Second Party docs not appoint its Arbitrator |
as aforcsaid, the First Party shall have the right o |
apply to the Court of Arbitration of the Intema- !
tional Chamber of Commerce to appoint a sccond

arbitrator.  The two arbitrators shall, withim thirty
(30) days, sclect a third Arbitrator, failing which the

third Arbitrator shall be appointed by the Court of

Arbitation of the Intemational Chamber of Com-

merce at the request of either party.

The third Arbitrator must be a citizen ol a country
other than the ARE. or the USA. and a country
which has diplomatic relations with both the ARE.
and the U.S.A. and shall have no economic intcrest
in the o1) business of the A.R.E. or the United States

of America nor the signatories hereto.
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© The parties shall extend to the Arbitrator Board all él:')c.rjlﬁ..ﬂl ﬁrrﬁwﬂ\@ i Ol ol o o ()
facilities {mcluding access to the petroleum opcra- A ‘}D Jyad ( J_,;.“ LLF C.}K«- Il Jed T
- Sl ¢ A J

tions) for obtaining any information requested for the |
proper determination of the dispute. The absence ol - R IY é'-“ de gl o i‘:ﬁ“ A Ll b
or defaultof any party to the arbitration shail not bc — J @(x.u e ;Ll.f ¥ _,L 51; 15 s

permitted to prevent or hmder the arbitration pro- [ _ e e ) - ‘
cedure in any or all of its stages e 13 51 o G S Sl e S
- *\"fﬁ;"

- Sl ool AR G sl Cag Y ()

2} Pending the decision or award, the operations or actr
vities which have given rise to the arbitration need )
not be discontinued. In the event the decision ot ﬂ b st W 3y ::.'15 _,Ul de >l S- ;i 5 A s
award recognizes that the complamt was justified, S ) o 1 - . .
provision may bc made therein for such reparation Jo e Ol ogf S eler g (R G &l
as may appropriatcly be made in favour of the com- A H ol e g
plammant. :

—_— yy— - ——— el i sl e P P TR T T

ft) __]udgemtélctm ixtt lt.lu:‘ award s(iljm.(it?l':(l ma); | h{i_ entered | oAk 5 3 K e 184 J.r'i dl ysld ;’H S 8- (7 )
i anyv rt having jurtsaiction ot apphcation may - . - ‘ ) .
be made to each Court for a judicial acceptance of | ¢ ol | 3o s Lilab ﬁK’JF" Jod e 1(:-”
::;:::ch and an order of enforcement, as the case _ d\f'ﬁﬂ T L

iy The parties desirc that, wl*}m'cver' appropiiate, .d ecl-
sions and awards shall specify a time for compliance
therewith.

Jaall e go o8- Yy Ll sas oo b ey (2)
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')y The provisions of this Agrecmerit relating to arbitra-
tion shall continue in force notwithstanding the termi-
nation of this Agreemcent.
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k) PRINCIPLES OF GOODWILL - The signatories e | flidle s ol il LY (:a:_z:am e 3 ()
hase their refations with respect to this Agreement | 3 g), v aedl Wy i e el e dalEWY LA
oo the principles of goodwill and goodfaith. Taking , - o ? *”'-’I d"‘" L}" ! m’"‘:‘.
o account their diffrent nationalities, this Agree o Joell Al oot 4 b Sl oY
ment for such arbitration shall be given etfect and I foall Ly Loy ba i s Tl Y) W2 2 g2

shall be interpreted and applied in conformity with + ) e LT
principles of law common 1o the A.RE. and the . 185 Yl c"‘“-‘j-?nj(f_,'f 'E) 3 Szl
United States of America anel in the absence of such L Ly g2 3 o T Wil ais oy sie Y 3y
common principle then 1o conformdty with the prin- o e ot = s ew e
ciples of law normally recognized by civilized nations L # "'"Z'L"l‘ el g el bl 3 el oot
in general, including those which have been applicd _aly i g he R L__;‘ Lyl ol ey gL
bv International Tribunals. - '
(o3 Anally el ealdl )
ARTICLE XXLV
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(@) The rights, duties, obligations and liabilities in respect . il sy daiie s B3IV 0kn 3 U |
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(b) CONTRACTOR shall be subject to the laws of the
United Statex of America, regarding its legal status

Or creation, organization, charter and. by-laws, share-
holding, ownership. Contractor’s shares of capital
which are entrely held abroad shall not be nego-
tiable in the A.R.E. and shall be exempted from the

application of Law No. 9 of 1964 as amended.

| ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL
Contractor or Operating Company. as the case mav he,
nd their contractors shall -

a) Give prioritv to local contractors s long as  their

prices and performance are comparable with mntema-

tuonal prices and performance.  Contractor and Ope-

rating Company shall, however, subject w the pre-
cedmg sentence, be exempted from the provisions of |

Presidential decree No. 1203 of 1961 as amended.

'0Y Give preference to locally manufacture materals,
equipment, machinery and consumables so iong as

their quality and time of delivery are comparable to

mtcrnationally available inaterials, cquipment, ma-

. chinery and consumables.  However, such materials, :

cqupment, machinerv and consumables may be im-

WYY pde gatie g2 J Ul LY ol s

ported for operations conducted hercunder if  the

local price of such items at Contractors or Operat-

g Company's operating base in A.R.E. is more than |

ten (10) percent higher than the price of such impor-
ted items before customs duties, but after transporta-
ton and insurance costs have been added.

ARTICLE XXVT
ARABIC TEXT

. v o g

o —p .

The Arabic version of this Agreement shall, before the
Courts of A.R.E. be referred to in construing or nterpret- ;

mg this Agreement ; provided. however, that in any |

arbitration pursuant to Article XXTI hercabove between
EGPC and Contractor the English version shall also be

used to construe or interpret the Agreement.

ARTICLE XXV
GAS

If Cras is produced or capable of being produced from |

the Area EGPC and Contractor will stucy all possible
ccomomic alternatives for its use and decide on the hest
altemative for EGPC and Contractor jointly. The cost

wl expenses in the field of producing non-associated: gas
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principles of Article VII. Production Sharing principles
of Article VII shall apply to the value of associated and
non-associated gas if sold and not used in operation, flared
or reinjected. However, any Gas not exported outside
AR.E. in a liquid or solid from or not used m operations
(ncluding re-injection) shall remain the property of the
State and shall be at the free disposal of EGPC at no cost.

ARTICLE XXVIII

GENERAL

] & L) L] I
The headings or titles to cach of the Articles to this
Agreement are solely for the convenience of parties hercto

and shall not be used with respect to the interpretation or
construction of said Articles.

ARTICLE XXIX

APPROVAL OF THE AR.E. GOVERNMENT

This Agreement shall nor be binding upon anv of 1!

partics hereto untess andd until a law is issued by the
. competent authoritics of the A.R.E. authorizing the Mini-
ster of Petroleum to sign said Agreement and giving Arti-
cles TII, IV, VI, VII, XII, XIII, XVII, XVIiI,
XX, XXI, XXIII, XXIV and XXV of this Agreement
full force and effect of law notwithstanding anv counter-

vailing govermmental enactment, and the Agrcement is
signed by the GOVERNMENT, EGPC and CONTRA-
OTOR.

ARAB REPUBLIC OF EGYPT
BY : s -

- . wm T ——— . L ML . EE— - - AR A e g

EGYPTIAN GENERAL PETROLEUM CORPORA-
TION

BY

SANTA FE MINERALS (EGYPT) INC.
BY . -

—
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DESCRIPTION OF THE TERRITORY aia lﬂ; lfjm szg idlasl] 5 ado a0

BETWEEN (A.R.E) AND L. e
E.GPC. and SANTAFE Qb 1oillnfp 4. Yo WY
Annex “B” is a map on the scale OF 1 - 1,000,000 in- L;“ el Jaliyoannn, S u“'l;iﬁ ik, » (o) b
cluding the territory covered and affected by this Agree- - e : -
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ANNEX “C”

LETTER OF GUARANTY

Cairo, - - 197 ——

LETTER OF GUARANTY NO. - -

EGYPTIAN GENERAL PETROLEUM CORPORA-
TION

Crentlemen, |

The Undersigned. NATIONAL BANK OF EGYPT,
Cairo, as Guarantor, hereby guarantees to the Egypuan
General Petroléeum Corporation (herenafter referred to
as EGPC) to the limit of SIX MILLION (6 000 000) Dol-
lars in U.S. cumrency the performance by SANTA FE
MINERALS (EGYPT) INC. (heremnafter referred to as |

Contractor) of its obligations required for exploration |
operations to spend a minimum of SIX MILLIONE;
(6 000 000) U.S. Dollars during the initial THREE (3)
years of the exploration period under Article IV of that \

t

certain Concession Agreement (hereinafter referred to as |

the “Agreement”™) covermng that Area described m Anne-
xes “A” and “B” of said Agreement, by and between the

Arab Republic of Egypt (hercinafter referred to as A.R.E.),
EGPC and Contractor, dated — .

It is understood that this Guaranty and the lability of |
the Guarantor hereunder shall be reduced quarterly, du- |

() o
oW Ll
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ring the period of expenditute of said 31X MILLION
(6 000 000) U.S. Dollars by -the amount of money expen-
ded bv Contractor for such exploration operations during I

each such quarter. Each such reduction shall be esta-
blished bv the joint written statement of EGPC and

Contractor.

In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of Contractor
prior to the fulfilment of said minimun expenditure

obligation under Article IV of this Agreement there shall
be no liability on the undersigned Guarantor for payment

BEGPC unless and until such liability has been establi--
1 by written statement of EGPC setting forth the

t due under the Agreement,
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_—
[t is a further condition of this Letter of Guaranty
that :

1. This_ Letter of Guaranty will become available only
provided that the Guarantor will have been informed
in writing by Contractor and EGPC that the Agree-
ment betwcen Contractor, AR.E. and EGPC has
become effective according to its terms, and said
Guaranty shall become effective on the Effective
Date of said Agreement.

This Letter of Guaranty shall in anv event, automa-
tically expire :

a) THREE (3) years and six (6) months after the
date it becomes effective, or -

b) at such time as the total of the amounts shown
on quarterly joint statements of EGPC and Con-
tractor equals or exceeds the amount of said mini-
mum expenditure obligation,

whichever 15 earier.

Consequently, any claim i respect thereof should
be made to the Guarantor prior to either of said ex-

piration date at the latest accompanied by EGPC's

written statement, sctting forth the amount of under
expenditure by Contractor to the effect that -

(a) Contractor has failed to perform its expenditure
obligations referred to in this Guaranty, and

(b) has failed to pay the expenditure deficiency to EGPC. |

We declare that on issuing this Guaranty we did
not exceed the lmit of total Guaranties which we are
entitled to issued as per Ministry of Economy’s letter No.

—em———dated, - 197 - —-

Please retum to us this Letter of Guaranty in the |
event it does not become effective, or upon the expiry

Yowrs faithfully,

For thc NATIONAL BANK OF EGYPT

Accountant Manager
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.CHARTER OF
ATAKA PETROLEUM COMPANY

ARTICLE I

A joint stock company having the nationality df the
ARAB REPUBLIC OF EGYPT shall be formed with
the authorization of the GOVERNMENT in acoordance
with the provisions of thc Agreement referred to below
and of this Charter.

The Company shall be subject to all laws and regula-
uons in force in the AR.E., to the extent that such laws

and regulations are not inconsistent with the provistons
of this Charter and the Agreement referred to below,

ARTICLE II

The name of the Company is “ATAKA PETROLEUM
COMPANY” abbreviated as “ATAKA™.

ARTICLE III

The Head Office of ATAKA shall be in the ARE.

ARTICLE TV

The object of ATAKA is to act as the agency
‘hrough which EGPC and CONTRACTOR carry out
and conduct the Development operations requiired In

iccordance with the provisions of the Agreement signed |
by and between the ARAB REP- |

m the .
JBLIC OF EGYPT, the EGYPTTAN GENERAIL PET.-
ROLEUM CORPORATION and SANTA FE MINER-

\LS (EGYPT) INC. covering petrolcum operations in the

\rca described therein,

ATAKA shall also be the agency to carry out and con-
uct exploration operations after the date of Commercial
ysoovery pursuant to SANTA FE Work Program and
lndget approved in accordance with the Agreement.

ATAKA shall keep account of all costs, expenses and
ipenditures for such operations under the terms of the
grcement and Annex "E” thereto.
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1w activity beyond the performance of said operations.
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ARTICLE V

The authorized capital of ATAKA is twenty thousand
pounds Egyptian (L.E. 20,000} divided into five thousand
(5000} shares of common stock with a value of four pounds

Fgyptian (L.E. 4) per sharc having etual voting rights, |

tully paid up and non-assessable.

EGPG and SANTA FY. shall each pay far, hold and
owTy, throughout the life of ATAKA referred to above

one: half (34) of the capital stock of ATAKA provided |

that only in the cvent that either party should transfer |

Or a'mqn all its rights, title or interest in the entirety of | LF-U‘JJL" 4
that Agrecment, mav such transferring or g party $
g ) g Or assigning part JLt el ds

transfer or assign any of the capital stock of ATAKA

and, n that event, such transferring or assigning party
(and its successors and assigng) must transfer and assign

1 stock mterest in ATAKA cqual to the transterred or

assigned pevcentage of ownership nterest n the entir ety
of the Agreement referred fo.

ARTICLE VI

ATAKA shall not own anv righe, title interest or est-
ate in or under the Agreement or inany development lease
created therewnder or in any of the petroleum produced
from any exploration block or development lease area
thereunder or in any of the assets, ctjupment or other
property obtained or used in connection therewith, and
shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of cither

EGPC or SANTA FE undetr the Agreethent. ATAKA
shall not make any profit from any source whatever,

ARTICLE VI

ATAhA shall be no more than an agent for EGPC
and SANTA FE. Whenever it is indicated herein that
ATAKA shall decide, take action or make a proposal
and the like it is understood that such decision or judge-
ment s the result of thedecision v judgement of SANTA
FF, or EGPC and SANTA FF. as may be required by

the Agreement.

ARTICLE VI

ATAKA shall have a Board of Directors consisting of
cight (8) members, four (4) of whom shall be deignated
b EGPC and the other four {4) by SANTA FE. The
Chainman shall be designated by EGPC and shall also
he a Managing Director. SANTA FE shall designate
the General Manager who shali alo be a Managing

Director.
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ARTIOLE IX

Meetings of the Board of Directors shall be valid if
. majority of the Directors are present and any decision
aken at such meetings must have the affirmative vote
f six {6) or more of the Directors ; provided, however,

hat any Director may be represeated and vote by proxy
seld by another Director.

ARTICHLE X
General meetings of the sharcholders shall be valid if

. majority of the capital stock of ATAKA is representud |

thereat, Any decisions taken at such mectings must
have the affmative vote of sharcholders
representing a majority of the capital stock.

OWIIng oY

ABRTICLE X! |
'The Board .uf Dircectors shall approve the regulations

covering the terms and conditions of employment of the

personnel of ATAKA cmployed dircctly by ATAKA, and |

not assigned thereto by SANTA FE and EGPC.

The Board shall, in duc course, draw up the By-Eaws
of ATAKA and such Bv-Laws shall be effecuve upon
heing approved by a (reneral Meeting of the Shareholders,
in. accordance with the provisions of Article X hercol.

ARTICLE XII
ATAKA shall come into existence within thicty (30)

davs after the date of Commercial Discovery as provided

for in the Agrecement,

The duration of ATAKA shall be for a penod equal
to the duration of the said Agreemoent.

It shall be wound wp and dfiqudated af the Agreement
referred o above is terminated for any reason as provided
for thercin.

EGYPTIAN GENERAL PETROLEUM - CORPORA-
TION ®
BY :

—— N — —— g ma v = —-_ e e == .- - -

SANTA FE MINERALS (EGYPT) INC.

BY
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ANNEX “E’
ACCOUNTING PROCEDURLE
ARTICLE 1

GENERAL PROVISIONS

1. Definstions :

A. The definitions contained in Article I of the Conces-

sion Agreement shall apply to this Accounfing
Procedure and have the same meanmg. Certamn
accounting terms herein used are defined as follows :

(1) ”Agreement” means the Concession Agreement
of which this Annex 1s a part.

(2} "Non-Qperator” means the partics to the Agree-
ment other than Contractor when it i perfor-
ming work,

9. Stabements of Actwiy :

A Contractor or Operating, Company as the casc Day

B.

be, shall pursuant to Article IV of the Agreement,
render to Non-Operator within twenty-five (25) days
of the end of cach quarter a Statement of Exploration
Activity reflecting all charges and credits related
to the Exploration opcrations for that guarter sum-

marized by appropriate classifications ndicative of

the nature thereof.

Operating Company shall render to EGPC and Gon-
eactor within twenty-five (25) days of the end of
cach month a Statement of Development Activity
reflecting all charges and credits reJated to the
Development operations for that month summarized
by appropriate classificattons indicative of the nature
thereof except that wems of controllable material
and unusual charges and credits shall be detailod.

3. Adjustment and Audstes :

A Fach Statement of Exploration Activity shali con-

clusively bc presumed to be truc and correct after
three (3) months following the receipt of each state-
ment by EGPC unless within the said three (3} mon-
ths EGPC takes written exception thereto pursuant
to Article IV {f) of the Agreement. During said three
(3) months period supporting documents will be
availablc for mnspection by EGPC during all work-
ing hours. Contractor will have the same audit
rights on Operating Company statements as EGPC
nder this sub- paragraph.
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B. All st'atuﬁmts{'d Activity for Development for any ﬁu;-l. ol il e+
Calendar Year shall conclusively be presumed to be | oye ) 0 *‘10" - :t’._TLw‘f‘!“ (=)

true and correct tweaty-four (24) months fnllomg ‘;!p J*“(Ti)tu{ oy ) d U vy i3 g5 3L

\ t-hﬂ EIId ﬂ'f mYSli‘dl Yﬁﬂi' UIIIESS Wiﬂ:]iﬂ the sal - J_,\j_“‘, 'j‘“_. ‘ - '_;p‘ L}l'ﬂ iu‘ e -

twenty-four (24} months period EGPC or Contractor oby 3, A ‘:il‘ hae o " 1 ) ""%L:f"fj

takes written exception thereto. Pending expiration e * b (Tt) Lr pipy Y e ,.,.tj"
of said twenty-four (24) months !:‘,GPC or Contractor sY O 5,8 all et (¥8) o ey i Ll

" or both of them shall have the right to audit OPerat | Ao 1ol o g LK) d Gt LT3
ing Company accounts, records and supporting d::.\cu- N '“ o 3 gt e 5l ‘ PR (Y
ments for such year m the same manmner as prnwded Ao ,}LL;J: FIUGATEWAY S, U ...Jh HORY J.,:l'l

in Article TV (f) of the Agreement. { 5 15,8 Bel )l 53L1 3\ e o poaikl B2 R E_;f.ll\
. Aslal
4 Currency Exchange ! ! dell b E — g

Contractor’s books  for Exploraton m‘OP?mﬁﬂg el [P TPRCEA 1 W TE 1 U T W
Company books for Development and Exploration, if any, ( t‘("E) Sty O] ey Ll 11 Slelh
shall be kept n the ARE. in U.S. Doliars. All US. o el il X, LA “.1;,':1,\ lL‘Ul * \-‘:J _x.

v okl ¢ — 1) 33N

Dollar expenditures chall be charged n the amount ¢x- _ N { _ )
pended. All Egyptian pounds expenditure shall be trans- dl:il CARTRVINV PSP L VP P UCA T JUIGR Y 8

lated to U.S. Dollars at the official buying rate of ex- S5 Jls pallcb b J il ™,y % pacl
change isaucd by the Central Bank of Egypt on the first | ooball g1 2l e i 350 saeidi LY
day of the month in which expenditur e recorded, | a3 ol el o JgWY el 3 ek 5T

and all other non-U.5. Dollar expenditures shall be trans- §  _y y D= oS L;..Jl e uij{ u‘
ated to U.S. Dollars at the buying rate of exchange for | _ ol iy ‘f Sl - o o
cuch currency as quoted by National ‘Westmanster Bank \f' ' " b )‘u\ Y _,:f Jl e LR FIVEN
Limited, London at 10.30 am. GM.T., on the first day | O -‘-L_ S| WO T [T S PR P
of the month in which expenditures are recorded. A | Ay Sodgcleloy. i Ll geonds 4 i,
record shall be kept of the exchange rales used In trans- JL,_.,'Q Joned -h‘-‘-‘i_j e sl mﬂ‘;,-*;-ydﬂ .
lating Egyptian Pounds or mfhcr non-U.S. Dollar ex- | . (3.4 1y JROSETR AT Tey ‘.d...-....lld L

penditures to Dollars. | | YA A LY 1Y Y
5. Precedence of Documents : : A B u‘ UMy — o

; . conflict between the ML . . .
In the event of any MCORSISICREY OF i .. =) plashl s o e st gl 2sl l oy i3
rovisions of this Accounting Procedure and the provisions | .. - ~s O a1l b anes .
P AP ¢ dlhpgoyp b-lu g St Jl sap AN o 4i o g

of the Agreement treating the same subject differently, A
then the provisions of the Agreement shall prevail. e Jan s b o Y o gaa

. k] 2l Lo
6. Revision of Accounimg Procedure : u" ¢ J:‘_ o

~ ' tra + I--II - = . . ‘ - — '. N
15 AC . - )
dime in the light of future arrangements. el i epe oA

: JEL'1\ (.Lp E.l:ua_r ;,:;LL.J—\ L};JE r_u; _—

7. No Charge for Interest on Investment :

| ¢, at time, be charged . ] _ ) | -
Interest on Investment shall not, at any tme, Y Leaabls S LA Qe e Db sk 3¢ Y

cement.
25 recoverable cost under the Agr LT b G sha il 5l 2




AB'I'IC'LE II
'COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, Gﬂlltl_'al:tﬂl‘
iall alone bear and, directly or throygh Operating Com-, ]
any, pay the following costs and expenses, which costs
nd expenses shall be classified and treated in accordance |

vith Article VIT of the Agreement. !

L. Surface Rights :

All direct cost attributable to the acquisition, renewal
or relinguishment of surface rights acquired and main-
tamed in force for the Area.

2. Labor :

A. Salaries and wages of Contractor's or Qperating
Company’s cmployees, as the case may be, directly
engaged in the varioys activities under the Agree-
ment including salaries and wages paid to geologi-
sts ‘and other employees who are temporarily assi- |

- gned to and employed in such activities.

B. Cost.of living and housing allowances, and other cus- |
tomary allowances appicable w salarnies and wages
of expatriate employees chargeable under sub-
paragraph 2. A, and paragraphs 9, 11 A and 1|
C of this Article II. Paid Bonuscs, overtime and
other customary allowances applicable to salaries
and wages of national employees chargeable under
the same sub-paragraph 2 A, paragraph 9 and sub

+

E ﬁxm-:uﬂd(»ﬁ) fAsal—fe il e

paragraphs 11.A an 1 C of this Article II for
expatriatc employees and on a basis similar o that
prevailing in oill companies operating in AR.E for |
national emplovees of AR.E

- —— ———

C. Costs of expenditurcs or contributions made pur- ‘
suant to law or assessments imposcd by governmental
authority which are applicable to Iabor cost of sala-
1fes and wages as provided under sub-paragraphs

' A, 2. B. and Paragraphs 9, 11..A and 11. C of
this Article II.

3. Employees Benefits k

Cost of established
surance, hospitalization
chase, thrift, and

pl:ms for employees group life in-
, pension, retirement, stock pur-
other bmeﬁts of a like nature which are E'

i
'
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applicable to labor cggtﬂf salants and wages of expatriate ql.l.}l _,J,:.T_“:_,L': - CJ"WMK? e gk u‘;"- ST | Wi

ciaployees, and for national employees, all as chargeable
uﬁdqrmb—pamgraph 2. A and Paragraphs 9, 11. A and
11. C. of this Artacle I1. Severance pay will be charged.
at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum liability for severance
payments as required under the A.R.E. Labour Law.

4. Matertal :

Material, equipment and supplies purchased or furnish-
ed as such by Contractor or Operating Company.

A. Purchases :

Material, equipment and supples purchased shall be
at. price paid by Contractor or Opcrating Company,
after deduction of all discounts actually received.

B: M;:teriai Furnished By Contractor :

Material required for operations shall be purchased
directly whenever practicable, except that Gontractor may

4

furnish such material from Contractor’s affiliates stocks
sutside the AR.E. under the following conditions :

(1) New Matenal (Condition “A”)

New material transferred from Contractor’s affthates
varchouse or other properties shall be priced at cost, pro-
vided that the cost of material supplied is no higher than
ntemational prices for material of similar quality sup-
lied on similar terms prevailing at the time such ma-
erial was supplied.

(2) Used Matenal (Condition “B” and “C”)

(@) Material which is in sound and serviceable condition
and is suitable for reuse without reconditioming
chall be classed as Condition “B” and priced at
seventy-five percent (75%) .of the price of new

material.

() Material which cannot-be classified as Condition
“B” but which is serviceable for original function but
substantiaily not suitable for reconditioning, shall be
classed as Condition “C™ and priced at fifty percent
(50%) of the price of new m}mal.

|
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(c) Material, Whick cannot be dassified as Condition
“B” or Condition “C” shall be priced at a value
cocam ensurate with its uvse. - -

(d) Tanks, bu.lldmgs and other equiptmﬂt involving
erection costs shall be charged at applicable percen-
tage of knocked-down new price.

C. Warranty of Materials Furnished by CONTRAC-
TOR

Contractor does not warrant the material fumished be-
yond or back of the dealer's or manufacturer’s guaranty ;
and in case of defective material, credit shall not be re-
corded until adjustment has been received by Contractor

[

'from manufacturers or ther agents.

‘ -
5. Transportation :

Transportation of employees, equipment, materials and
supplies necessary for the conduct of activities. Emplo-
yees transportation costs to the extent covered by establi-
shed policy of Contractor or Operating Company, will
include travel expenses for employces and their famuiljes
to and from the employees’ point of origin at the time of
employment, at time of separation and for vacatioms, and
travelling expenses for employees and their families mcurr-
ed 25 a yesult of transfer from one location to another.
Transportation costs for employees and their families from
A RE. to another location than point of origin shall not
bhe charged to A.R.E. operations.

6. Services ©
A. Outside services :

The cost of consultants, contract services and
utilites procured from third parties.

B. Cost of services performed by EGPC or by Contra-
ctor or their Affiliated Companies in facilities inside
or outside the ARE. Regular, recurring, routine
services, such as interpreting magnetic tapes and/or
other analysis, shall be performed and charged by
EGPC and/or Contractor or their Affiliated Conr
panies at an agreed price. Major projects involving
engincering and design services shall be performed
by EGPC and/or Contractor or their Affiliated

panies at 2 negotiated contract amount. Use

of EGPC’s, Contractor’s, or their Affiliated Com-

i i shall be charged

.t 3 rental rate commensurate with the cost of owne-

rship and operation, but not in excess of competitive

“ates currently prevailing in the A.RE. For Explora-

tion, Contractor’s and its Affiliated Companies’

iates shall not include administrative overhead

* Costs.
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7. Damages and Losses :

All costs or expenses necessary to replace or repatr da-

mages or losscs incurred by fire, flood, storm, theft, acct-

dent or any other cause not controllable by Contractor or
Operating Company through the exercise of reasonable
diligence. Contractor or Operating Company shall fur-
nish Non-Operators writtcn notice of damages or losses
incurred in excess of ten thousand (10,000) U.S. Dollars

per occurrence, as soon as practicable after report of
the same has been received bv Contractor or Operating

Company..

8. Insurance and Claiw :

The cost of any public hability, property damage and
other insurance against liabilities of Contractor, Operat-
ing Company and/or the parties or any of them to their
employees and/or outsiders as may be required bv the
Laws, rules and regulations of the GOVERNMENT or
as the parties may agree upon. The proceeds of any such
nsurance or claim collected shall be credited against
operations. If no msurance is carried for a particular

risk, all related actual expenditures incurred and paid hy
Contractor or Operating Company in settlement of any

and all losses, claims, damages, judgements, and any other
-xpenses, including legal services.

. Indirect Expenses :

Camp overhead and facilides such as shore base,
warchouses, water systems, road systems, sa. anes and ex-
penses of field supervisory personnel, field clerks, assis-

cants, and other general employees indirectly serving. the
Area.

10. Legal Expenses :

All costs and expenses of litigation, or legal services
~therwise necessary or expedient for the protection of the

Area, including attorney’s fees and expenses as herein-
after provided, together with all judgements obtained

1gainst the parties or any of thenr on account of the opera-
tions under the Agreement, and actual expenses incurred
hy any party or parties hereto in securing evidence for
the purpose of defending against any action or clamm pro-
;ecuted or urged against the operations or the subject
matter of the Agreement. In the event actions or claims
ffecting the interests hereunder shall be handled by the
egal staff of one or more of the parties hercto, a charge
ommensurate with cost of providing and furnishing such
ervices may be made to operations.
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11. Admunistrative Owverhead and General Expense : ’i

A. While Contractor is conducting Exploration activi-

ties, cost of staffing and maintaining Contractor’s -
head office in the A.R.E

F.. and/or other oftices es-
tablished in the AR.E., other than field offices

which will be charged as provided m Artcle 11, .
Paragraph 9 above, and cxoepting salaries of cm- "
ployecs of Contractor who are temporarily asugned
to and directhy serving on rhe Area, which wul be
charged as providedin Artick: Il Porayraph 2
above.

R. Contractors admimstrative overhead ouisude  the |
A R.E. applieable 1o the AL E'{r}"'r:"zi'i{::i apera-

tions which wil' be chareed cach mousth on v ate ol

five percent (5%) of total Exni ﬂratmﬂ expenditures
while Contracter s conducting Exploration activs-

ties and at the ratc of two and one ket pereent
(2 14%) of total Expitwation o mliteee ywhale
Operating Companv 15

mnﬂuc't?*w Fxploration |
activiiles. vrda o £

No othzr b O RN
tracter’s admuanistrative m:m{‘a**t; outsidne the AR
will be applied against thr Ixploratton obhligation.
Examples of the type of costs Conractor s in- |
‘curring and charging hercunder due fo activities

under the agreement and covered by said percent-
ages are : |

In L
Ei"i': 'I E’._ R

(1} Executive:

— Time of executive officers,

— Fmancial

(2) Treasurv and c¢xchenge pmo-
| blems.
(3) PUTChaSmQ — Procurmyg materials.  ecquip

ment and supphes,

(4) Exploration & Production - - Direct

T, 3OVISng
and cuntmﬂmp the entire project.

(51 Other departemun v oosch oy LoTal comat
and cngnecy mg whish :

;;;;;;

wléder and experience 0
The forcgony aoes vol o f'-'.f:* L0 '
service under . 11bpm.f v 11"}11 i1,
C. While Operatitig Company 5 conducorns GSnvITCS.
Operating Company s He: rsemnel engaged inogene-
ral clerical and office wark, supc*m A5 and officers
whose time is generally spent in th- main office
anid not in the ficld. and all emplovess generally

considered as general and administrative and not
charged to cher types ol cxpense. will be charged
to operations. Such exporses, shall be allocated
each month between Explovation and Development \i
peratlons according to sound and nractcable ac-
eounting methovds.
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2. Taxes -

All taxes, duties or levies paid in the AR.E. by Cont- (gai | iy all | o8 3 “ o)
wctor or Operating Company with respect to this Agree- :ﬂj L;‘ P Lf:, _} (—=)\s e a ]
rent other than those covered by Paragraph (f) (1) of "-:“lfz'J‘ il el 20U A J_,LEH(&_ (- C)"'"

urticle ITT of the Agreement. Al e atdl 5aCAL o (V=) ﬂ'&_ﬂ:‘

3. Continuing Contractor Costs : | Doyl LLJ}‘-E-” AT - Y

Costs of Contractor actwvities required under the Agree- (£-¢-z) 8 WY oy leris Syl Ll by e
emt and incurred exclustvely in the A.R.E. after Operat- ' -

ig Company is formed. No sales expense incurred out- 3Ny L S & WS 20 o 50 a o Wane 00 s
ide the A.R.E. may be recovered as a cost.

\ AT (5 ooz ol DG ol el

: "Y\ i —
t. Other Expenditures : S7 V¢

Any costs, expenses or expenditures, other than those | ;) }!\‘.E:;\_Jl Ll e ST oy e 5 IS 11‘
vhich are covered and dealt with by the foregoing pro- | .oyt * .\ 1- 43 8% ol 2l sy adle
sions of this Article 11, incurred by Contractor or Ope. | 28 S 5T U1 et 45 0% Tl b g s

ating Company under approved Work Programs and EEAWAN t_;_.LL,:lI y Jodl #ly e el
Sudgets. ‘
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ARTICLE TII .

|. Pertodic Inventories, Notice and Representation : | —_ — —

- o | e - - .ﬂ' ki all=- . 1 ' L » -
At reasonable intervals as agreed upon by EGPC apd ¥ *--"«*'J"--'L:L"n'.*' L‘“‘S/f‘ﬂ*’f‘. el f’jfff'-
Contractor inventories shall be taken by Operating Com- | Jyoity _.,\J]_\c,. s A1 el s dslally ir 1 e g b leuls
pany of the operations material, which shall include all _ T et e W e 7 RS s a1l o
such material, physical asets and construction projects. | e}y Sl Gl ey LI 23 e
V/ritten notice of intention to take inventory shall be given | _ .. b L, Ak JLal, st e 8
by Operating Company to EGPC and Contractor at least Gk a8 9 22418 s 4 ’

thirty (30) days before any inventory is to begin so that | ¥ #_L rl;i“ e J iy T B o B J= S b Ly, (1'-)
EGPC and Contractor may be represented when any
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to be represented at an inventory shall bind them to i;,l_l...,]lzlfli“ il a;j..l'i s W5 Hde jul T U B
accept the inventory taken by Operating Company, who
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shall in that event fumish the party not represented with "JJ':_‘U‘ 9o Sl Dlvanh fJ Je o T
a copy thereof. S S 4 sl O Sl

2. Reconciliation and Adjustment of Inventortes : - 3 JJ-‘IL},_.J.-:‘, d gud =

Reconciliation of inventory shall be made by Centrac-, . L . .
tor and EGPC, and a list of overages and shortages shall ._,_.ﬂ\;,_u;_ FY SR PR RV i jac -‘-*};‘-'. LI ,..IJ\ 5% .
be jointly determined by Operating Co:ppany and- Cont- | J sl ’ el LBls ) o AN oLy el Pl
ractor and EGPC, and the inventory adjusted by Operat- o Sl UGN B gac Pt Jasi 5 A B

ing Company.
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ARTICLE IV

COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery
Crude Od :

SANTA FE shall, pursuant to Article VII of the Agree-
ent, render to EGPC as promptly as practicable but not
ter than thirty (30) days after receipt from Operating
ompany of the Statements for Devclopment and Ex-
nration Activity for the last month of a guarter a state-
cnt for that quarter showing

1) Recoverable costs carried from the previous quar-
ter, if any.

11} Recoverable costs incurred during the quarter.
111} Total recoverable costs for the quarter, (1) + (u).

iv) Value of Cost Recovery Crude Oil taken and

separately disposed of by Contractor for the |

quarter.

v) Amount of costs recovered for the quarter.

vi) Amount of recoverable costs carried into the suc-
ceeding quarter, if anv.

vii} Excess. if any, of the value of Cost Recovery Crude
O1l taken and separately disposed of by Contractor
over costs recavered for the quarter.

', Paymenls :

If such statcment shows an amount duc EGPC, pay-
ment of that amount shall be made in U.S. Dollars by
Contractor to EGPC with the rendition of such statement.

3. Audit Right -

EGPC shall have a period ot twelve (12) months from
receipt of any statement under this Article IV in which

o audit and raise objection to amy such statement,
FEGPC and Contractor shall agree on any required adjust-
ment. Supporting documents and accounts will be avai-

lable to EGPC during said twelve (12) months period.

|

(2wl 1aaL)

CafE sl il

ua‘a.él p\_J-\ _)‘ l...-l_,-S' UJE:-II JL". o ;_J,...S'_ )

-LJ.E:.“ .ﬂ.:)w.ﬂ

edii ol AW e Aubell S 13y 3l e e
by (t') ] j.ﬁ\f’.’_'ﬂ doge 3 Sy NE Ly &_,..-T 3 Ao 5
oy Ll LS Lol UL 2N 5 a8 sl

« idey

il AT sl sl st I (v

oy Rl e b N N LI 08 ()

wle Lar sty A sl A ua.-.véll-U-\u_)\ i (i )
. .l GJ &rut._.!,_,fm_,d_,l.dl\

Cad e ol IS G (o)

S it o JL e Y Sl AN SIS (1)
| - e O

Joar s LB sl 7Y Lanadt ol) ) Jlaadash 5 ()
ula_,‘:,ﬁi.}}__l\g_i;m‘dn ¢ Jolall 43 5 pai g alde
. Sode g O)

: i..:_,ln-_,.i-l_u _—

A0 0 e 3 a3 gy bl a2 Lebi sl

f-.m “&LC/Y‘ a-\mnuh‘ﬂyl b":b.hd...- \J‘d;\ﬂ.l -l.n.!Ju
. J;Jl\ L_.l...)\)l

kel Vs (VF) e slapdg ot s o5
LT3 patd A U s 3] Ll 5,28 o S
al Jo oty s B 2aTy ade ol ey iSO ia Gl 6

. Al o S EATMAP L 055, i~ od M

o WLk (1) e g Was i g




55

\14vE 4 _,--anlvd()_,cﬁ) 4 sdall

Lo ! -"J-”

oa

ARTICLE ¥
CONTROL AND MAJOR ACCOUNTS

|. Exploration Obligation Control Accounts .

Contractor will establish an Exploration Obligation
Control Account and an off-setting contra account to con-
trol therein the total amount of Exploration expenditures
reported on Statements of Activity prepared per Article
1.2.A. hereof, less any reductions agreed to by EGPC
and contractor following written exceptions taken by a

Non-Operator pursuant to Article 1.3.A. hereof, 1 order
to determine when minimurm Exploration Obiligations have
been met.

2. Cost Recovery Cantrol Account :

Contractor will establish a Cost Recovery Control l

Account and an offsetting contra account to control
therein the amount of cost remaining to be recovered, if
any, the amount of cost recovered, and the value of Excess
Cost Recovery Crude Oil, if any.

3. Major Accounts :

For the purpose of classifymg costs, expenses and.

expenditures for cost recovery as well as for the purpose
of establishing when the Exploration obligation has been
- met, costs, expenses and expenditures shall be recorded
in major accounts including the following :

— Exploration Expenditures.

— Development Expenditures other than Operating
€X PENSES.
— Operating Expenses.

Necessary subaccounts shall be used.

Revenue accounts shall be maintained by Contractor
to the extent necessary for the control of recovery of
costs and the treatment of Cost Recovery Crude Oil.
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